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AFTER the spate of curious ideas let loose upon the public recently 
by Chambers of Commerce and other bodies, the Unilever pamphlet 
entitled ‘“‘ The Problem of Unemployment ”’ comes as 
The Problem 4 welcome blast of sanity. In contrast to its pre- 


iia tities decessors, the pamphlet is written with distinction and 
ment Shows a real understanding of the major economic 


problems. The writers show that the problem of mass 
unemployment is closely related to that of the trade cycle, which 
in turn arises out of irregularity in the extension of capital equipment. 
By its monetary and budgetary policies, it is pointed out, the 
Government can influence the whole economic system: “ It controls 
the monetary system and virtually decides the rate of interest on 
the money and capital market. By its own expenditure and taxation 
Government regulates the ultimate distribution of the nation’s 
income. But in the pasi little has been done to co-ordinate these 
influences, or to follow any consistent plan. Budget policy, in 
particular, has been marked by a complete absence of consideration 
for its economic effects. Under the system of a single budget, 
balanced annually, taxation is imposed at a higher rate in times of 
depression, at a lower rate in times of prosperity. The procedure 
should be the reverse. In booms, the Government’s policy should be 
to check spending ; in slumps to encourage it.”’ 

Such a policy, it is suggested, should include a system of two 
budgets, the “‘ extraordinary budget ”’ to be covered or over-covered 
only in times of prosperity, while the Government would of course 
vary its capital expenditure according to the state of trade. If these 
general measures were not enough, it would be necessary to introduce 
public works of a special kind, to provide for temporary work (such 
as afforestation or preparing uncultivated land for tilling or pasture) 
and the re-training of workpeople. All this would surely command 
universal support among economists. The only doubt would be 
whether measures of this kind could suffice. The tendency of recent 
writings is to emphasize the vast amount of investment needed to 
maintain employment in a developed economy, a fact which is not 
really brought out in the pamphlet. 


On the other hand, a specially valuable feature of the pamphlet ts its 
insistence on the international aspect o: the problem, that “ a scheme 
ear for fighting unemployment and any wider pian for 
Solution = cocial security in one country, however well devised, 


— are at the mercy of events in other countries.’’ Hence, 
national in addition to the various internal control measures, 


the following steps are advocated on the international 
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plane: (a) Adapting productive capacity, dislocated by the war, 
to allow the various countries to produce and consume according 
to their abilities. This adaptation necessitates international trade 
being freed and monetary obstacles to that trade being relaxed, but 
the process must be graduated to the resultant changes in each 
country’s economic life ; (5) Positive measures for encouraging the 
expansion of international trade; (c) Protecting countries that 
embark on anti-unemployment measures and plans for social security 
against unfair competition from other countries—unfair, in the main, 
because of those countries’ neglect of similar social obligations, but 
also because they use dumping methods or depreciations of currency ; 
(2) Regulating the production of stocks, and the prices, of raw 
materials; (e) Raising the standard of living in undeveloped 
countries.”” By implication, it will be seen, this quietly brushes aside 
the current clamour for protection of the new high-cost capacity 
brought into existence by the war, and takes for granted a resumption 
of the international flow of capital to undeveloped countries. Given 
such mobility of capital, of course, the scope for investment is 
virtually unlimited and the abolition of mass unemployment becomes 
a piactical possibility. 
REVENUE for the first nine months of the financial year again makes 
a remarkably buoyant showing. The increase of £545 millions in 
; total ordinary revenue, to {1,767 millions, is indeed 
Nine | only £8 millions short of the estimated increase for 
mcs the full year. Of this expansion, certainly, £225 millions 
is attributable to the Canadian Government contribu- 
tion, virtually the whole of which had already been brought into 
the figures by the end of 1942, but the increase in revenue from 
domestic sources amounts to £320 millions, or over 26 per cent. 
Once again, the Chancellor proves substantially to have under- 
estimated receipts from Customs and Excise, which show a combined 
REVENUE AND EXPENDITURE 
April 1, 1942, to December 31, 1942 


Change Estimated 
April-Dec., on Apr.-Dec., Change for 
1942 194! Full Year 
Expenditure :— £m. £m. £m. 
Supply Services a 3,791.1 + 527.5 + 451.6 
Total ord. expe nditure ie 4,055.5 + 559.7 + 519.9 
Revenue, main items: 
Income-tax 4 dei ; 407.5 80.6 + 143.3 
ND. & £.P.T. 7 6 273-5 78.6 + 155.9 
Customs " es 4 343-4 + 72.1 + 59.9 
Excise .. ii pis 357.2 74-7 + 41.1 
Total tax revenue... ; 1,452.0 + 304.1 + 403.3 
Canadian Govt. contribution 224.7 + 224.7 + 225.0 
Other non-tax revenue ‘i 89.9 + 16.2 — 75.3 


Total ord. revenue - av 1,766.6 + 545.0 + 553.0 
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increase for the nine months of £147 millions, against an estimated 
rise of only {101 millions for the full year. Though the Government 
appears to pay taxes to itself on supplies imported for the war 
effort, this buoyancy of Customs and Excise receipts, does never- 
theless, suggest that civil consumption of comparative inessentials has 
still been running at far too high a level. Income-tax receipts for 
the nine months had realized little more than half the increase 
envisaged for the full year, but in spite of the system of deduction 
at source, payment of income-tax is still heavily concentrated on 
the final quarter of the financial year. On the other side of the 
national balance sheet, expenditure in the nine months had already 
shown an increase {40 millions greater than that envisaged in the 
budget for the full year. Nevertheless, it is satisfactory that it 
should have been possible to finance an expansion of £560 millions 
in expenditure with only the most trifling increase in the current 
deficit. 


As already mentioned, virtually the whole of the Canadian Govern- 
ment contribution of £225 millions had been used up by the end 
of December, although this amount was originally 
Canadian expected to suffice until the end of the financial year. 
pati oe It appears that the premature exhaustion of the gift 
is due to the fact that rather more shipping than was 
expected has been available for the transport of supplies from 
Canada to this country. On reliable authority, it is stated that 
there is no question of any immediate renewal of the gift. For the 
time being, therefore, Canada will presumably revert to the process 
of accumulating sterling balances originally in force. It will be 
recalled that at the time the $1,000 millions gift was announced, 
$700 millions of sterling had already accumulated in this way and 
was converted into an interest-free loan until after the war. Whether 
Canada’s shipments to this country would justify an improvement 
in her capital position at the expense of our own, under a financial 
system based on President Roosevelt’s principle of ‘‘ equal sacrifice,” 
is open to question. What is certain is that Canada’s war effort, in 
terms of the proportion of her total resources devoted to the war, 
is closely comparable with our own and therefore far in excess of 
that of any other Dominion. Hence, it can readily be understood 
if some quarters in Canada should be reluctant to see the Dominion 
waiving its financial rights by renewing the $1,000 millions gift, 
so long as other Dominions continue, with considerably less justice, 
to enjoy the full benefits of the conventional financial system still 
in force. The real trouble, of course, is that after more than three 
years of war we still have not succeeded in devising appropriate 
financial arrangements for the settlement of accounts between 
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different members of the United Nations or the Empire. The only 
appropriate test, surely, is a country’s war effort as a_ whole, 
of which goods shipped abroad or supplied to other countries form 
merely a part. 





THE following table summarizes the Government’s operations on 
capital account during the first nine months of the present financial! 


Decline Year, compared with the like period of 1941/2 :— 


Seitaee GOVERNMENT BORROWING 
Nine Months: April-December 
({ millions) 
1G42 
3% Defence Bonds (net) .. i. 78.3 
National Savings Certs. (net) 4 130.1 
3% Savings Bonds .. 7 
24%, Nat. War Bonds 
Tax Reserve Certs 
Floating debt: 
T. Bills 
Advances, B/E .. 
Advances, Public Depi. 
T.D.R. : 
3% Funding, 1959/69 
3% Defence Loan, 1954/58 = 123.6 
“Other” debt * a 213.0 
Misc. receipts 


2,330-5 


One significant feature, it will be seen, is a marked falling off in 
subscriptions both to the large and small savings securities. On the 
other hand, the past year produced a fruitful new source of funds 
in the shape of the tax reserve certificates. In spite of this new 
method of skimming off idle funds from the banking system, the 
increase in floating debt would have been substantially larger than 
in the previous year but for the Canadian Government contribution. 
It rernains to be seen whether the new {1 savings certificate placed 
on sale on January 11 will impart a new stimulus to savings. 


THE repatriation of India’s sterling indebtedness has now been 
virtually completed. After the repayment of the 3} per cent. stock 
_ at the beginning of January, the sterling market debt 
India’s had been reduced to £66! millions, against {£240 


Debt 


Repatriation millions at the end of 1940/41. Meanwhile, notice has 


been given for the requisitioning or redemption of 
twelve railway debenture stocks totalling £31 millions nominal, 
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while the service of the Indian railway annuities has been taken over 
by H.M. Treasury in return fora lump sum. The balance of India’s 
sterling market debt, not covered by this operation, amounts to 
no more than about {12} millions. Yet at the end of December, 
1942, the Reserve Bank of India held sterling securities for no less 
than Rupees 4,048 millions, or over £300 millions, of which no 
more than £130 millions can have been used up in the subsequent 
operations. Unless the Indian authorities are content to hold idle 
funds, new methods of investment will clearly have to be found for 
the remaining {170 millions. In particular, the stage has now been 
reached at which the Indian authorities may consider the acquisition 
of British investments in Indian industry and public utilities. 


CONSIDERABLE interest and some controversy was aroused by the 
articles on the “‘ Rayner ”’ case in our last two issues. In banking 
circles, as is to be expected, feeling is mainly in agree- 

oie ,, Ment with the views expressed by our legal corres- 
as pondent : briefly, that the legal position has always 
been clear and is not affected, that the banker has no 

right to go beyond the terms of his mandate and that is all there is 
toit. From the legal point of view this is doubtless perfectly correct, 
but it would be regrettable if bankers were content merely to stand 
upon the letter of the law. For traders, very real difficulties un- 
doubtedly are created by the opening of many letters of credit whose 
over-detailed requirements are often very difficult to satisfy in 
practice. In consequence, trade becomes possible only with the aid 
of a series of indemnities and counter-indemnities. The banks could 
perform a real service by insisting that the mandate in letters of 
credit opened with them is drawn up in reasonable terms. 


THERE has been some discussion recently of a public relations film 
about banking. An indication of what might be possible on these 
lines is provided by the Midland Bank’s admirable 

Midland Bank f}m, “The Service You Have Entered,” used for 
—" staff training purposes as part of the instruction 

ilm R S rae, BE 

provided by the special Training Branch. The film 

brings home vividly how easy it is for those small mistakes with 
large consequences to occur, even in the best-regulated banks. It 
runs for about forty minutes, contains many striking shots and is 
very successful in emphasizing the human side of the banking system. 
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German Financial Control of Europe 
By Paul Einzig 


UCH-NEEDED attention has been drawn to a hitherto rather 
M neglected aspect of the systematic German plunder of 

Europe, first by the publication of the Inter-Allied Informa- 
tion Committee’s pamphlet on ‘‘ The Penetration of German Capital 
into Europe,”’ and secondly by the statement issued almost simultane- 
ously by sixteen Allied Governments, declaring null and void German 
and neutral acquisition of property in German-controlled countries. 
The looting of food and raw material supplies in occupied and satellite 
countries, as a result of which the standard of living of the non- 
German population of Europe has been drastically reduced, has 
received adequate publicity. The imposition of heavy occupation 
costs on the conquered countries, and the accumulation of frozen 
Reichsmark clearing balances received in payment for their goods, 
is also fairly well known. What is not so generally realized is that 
while the German Government and occupation authorities are doing 
their best to bleed Europe white, German bankers and industrialists 
are also doing their uttermost to secure their share of the booty. 
They are encouraged in this task by the German Government, which 
is evidently anxious to secure for Germany the financial control over 
Europe, in addition to the military and political control which she 
at present possesses. 

The reason for this effort is not obvious at first sight. With the 
aid of her military and political control alone, Germany is able to 
obtain anything she wants from the conquered countries, and even 
from the satellite countries. Their industries have to produce what 
Germany wants them to, not merely because refusal to comply 
would entail grave consequences to the owners or directors, but also 
because Germany is in a position to withhold raw materials, fuel, 
means of transport, etc., from any producer who refuses to comply 
with her orders. Industries on German-controled territory can only 
exist on sufferance by the German authorities. Why then, it may 
be asked, does the German Government consider it advisable to 
secure for German private interests the financial control of the 
countries concerned ? The reasons may be summarized as follows : 

(1) Because it costs nothing to Germany to secure financial 
control. While the bankers and industrialists pay the purchase 
price of the shares in Reichsmarks into the Reichsbank, the purchases 
are actually financed by the Central Banks of the German-controlled 
countries, since they have to provide the local currencies with which 
payment to the sellers is made. From this point of view, the title 
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of the Inter-Allied Information Committee’s pamphlet is a misnomer, 
for not a penny of German capital has penetrated into Europe. 
The financial control of Europe is acquired with the aid of the money 
of the conquered and satellite countries. 

(2) Because the payment of big Reichsmark amounts by German 
banks and industrialists for the acquisition of the control of banks 
and industrial works in Europe secures a big influx of funds into the 
Treasury of the Reich. The total thus obtained must run into many 
milliards of Reichsmarks, in spite of the fact that the participations 
are usually secured at low prices, and frequently at bargain prices. 
The process must have contributed in no slight degree towards the 
financing of Germany’s war expenditure. 

(3) Because financial control is considered a matter of prestige. 
Germany regards it as part of her role as the ruling race that her 
banks and industries should control the banks and industries of the 
subject races. Simultaneously with the development of a super- 
Government ruling an entire continent, super-banks and industrial 
super-combines are created for the greater glory of German power. 

(4) Because financial control secures closer control and super- 
vision of detail, and facilitates the adjustment of the banking and 
industrial systems of Europe to the requirements of the Reich. 

(5) Because it is assumed in Berlin that the acquisition of financial 
control would increase the difficulties of the disentanglement of the 
economies of Europe from that of the Reich in case of an Allied 
victory. 

The reason why Germany attaches so much importance to the 
control of European banking by German banks is that in most 
continental countries the banks possess extensive control over the 
principal industrial undertakings. By securing the control of the 
banks, German interests thus secure the indirect control of a large 
section of the Continent’s industries. The pamphlet of the Inter- 
Allied Information Committee gives an illustration of this fact, by 
publishing an impressive list of the principal industrial undertakings 
controlled by the Hungarian General Credit Bank, in which the 
Deutsche Bank has secured a substantial participation. 

The methods with which German banks have secured the control 
of Continental banks may be summarized as follows :— 

(1) Confiscation of State-owned shares and of Jewish-owned 
shares. 

(2) Political pressure. Tor instance, the Vichy Government was 
compelled to induce French holders of Central European participa- 
tions * sell their shares to German interests. 

(3) Financial pressure. For instance, the seizure of Jewish assets 
in the Sudeten district left the Czech banks with uncovered over- 
drafts, and in order to avoid insolvency they had to agree to being 
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taken over by German banks. 

(4) Purchases of shares in the open market. These purchases, 
as those made directly through private negotiation with the owners, 
are all financed through the expansion of the local currencies, without 
the aid of German capital. 

To give the reader an idea of the extent to which the German 
banks have succeeded in reaching out their tentacles over German- 
controlled Europe, the following is a list of the principal German- 
controlled banks in Europe, as published in the pamphlet :— 
































DEUTSCHE BANK (controlling and administering directly or indirectly) 




























































































CREDITANSTALT-BANKVEREIN, VIENNA 3 a os AUSTRIA 
BANKVEREIN, BELGRAD! as - ra ud - SERBIA 
BOHMISCHE UNION-BANK, PRAGUE .. ws a - PROTECTORATE 
UNION-BANK, BRATISLAVA... <4 ‘i o “3 SLOVAKIA 
IKREDITBANK, SOFIA .. i a a ” BULGARIA 
BANCA COMMERCIALA ROMANA, BUCHAREST oa Kg ROUMANIA 
KROATISCHER BANKVEREIN, ZAG REB uc a a CROATIA 
BANQUE NATIONALE DE GRECE, ATHENS .. id is GREECE 
GREEK-GERMAN FINANCE Co. i re - is vs 
H. ALBERT DE Bary & Co., N.V., AMSTERDAM .. sel HOLLAND 
DEUTSCHE UEBERSEEISCHE BANK, MADRID 4 se SPAIN 
GENERAL-BANK LUXEMBURG A.G. .. as bie sh LUXEMBOURG 
SRANCHES IN KATOWICE, BieELSKo, DANzIG, GDYNIA, Lopz, 

POZNAN, CREOZYN, ZOPPOT AND CRACOW ne ea POLAND 
WO BRANCHES OF CREDITANSTALT-BANKVEREIN : CRACOW 

AND Lwow .. an ca POLAND 
WO BRANCHES OF CREDITANSTALT- BANKVER RE TIN: BUDAPEST 

AND NOvVISAD* - re a Be, ei a HUNGARY 
3RANCH IN BRUSSELS .. a 2 is es sf BELGIUM 





* Yugoslav territory taken over by Hungary. 






DRESDNER BANK (controlling and administering directly or indtrectly) 
L.ANDERBANK A.G., VIENNA (BRANCH AT TARNOVA IN 




















POLAND) a Sy ie = ~ sa = AUSTRIA 
BOHMISCHE ESCOMPTE-BANK, PRAGUE wi a g4 PROTECTORATE 
KOMMERZIALBANK A.G., CRACOW... ty aa ie POLAND 





OsTBANK A.G., POZNAN ; sy i a 
OBERSCHLESISCHE DISKONTOBANK A.G., KONIGSHUTTE - 
DeuTscHE HANDELS- UND KREDITBANK A.G., BRATISLAVA SLOVAKIA 






























































KROATISCHE LANDESBANK, A.G. wa Bs ‘e ae CROATIA 
SOCIETATEA BANCARA ROMANA, BUCHAREST ay - ROUMANIA 
HANDELS- UND KREDITBANK A.G., RIGA .. ass ma LATVIA 
BANQUE D’ATHENES, ATHENS shi pis as GREECE 
SOCIETE FINANCIERE GRECO- ALLEMANDE = a - 
WECHSELSTUBE A.G. “MERKUR” .. i ah a HUNGARY 
UNGARISCHE ALLGEMEINE KREDITBANK is i - 
BULGARISCHE HANDELSBANK, SOFIA = - - BULGARIA 
KONTINENTALE BANK, BRUSSELS AND ANTWERP .. ‘~ BELGIUM 
HANDELSTRUST WeEsT N.V., AMSTERDAM .. a ne NETHERLANDS 








INTERNATIONAL BANK.. 





LUXEMBOURG 
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COMMERZBANK A.G. (controlling and administering directly or indirectly) 
HANSABANK N.V., BRUSSELS.. mi - oF ae BELGIUM 
N.V. RIJNSCHE BANK MyJ. _ KAUFMANN & Co.,), 

AMSTERDAM .. ; a7 ee ore By NETHERLANDS 
BANQUE COMMERCIALE DE GRECE .. e GREECE 
BRANCHES AT POZNAN, Lopz, CRACcow, ZAKOP ANE, SOSNO- 

wiEc, KATOWICE .. ” = - ae ‘3 POLAND 
3RANCHES AT RIGA AND TALLINN .. od oe ne BALTIC STATES 
RUMANISCHE BANKANSTALT .. ae 2 = a ROUMANIA 
BANKVEREIN “ AGRAM”’ A.G. me a st ba CROATIA 
ALLGEMEINE JUGOSLAWISCHE BANKVEREIN - .. SERBIA 


BERLINER HANDELS-GESELLSCHAFT (controlling and administering 
directly or indirectly) 
BaANCA CHRISSOVELON!I 3S.A.R., BUCHAREST : ii ROUMANIA 
BADISCHE BANK, WHICH IS CONNECTED WITH BE RL INER .. FRANCE 
HANDELS -GESELLS( HAFT, CONTROLS THROUGH THE ALL- 
GEMEINE ELSASSISCHE BANK - GESELLSCHAFT (THE 
MAJORITY OF ALSATIAN BUSINESS). 


BANK DER DEUTSCHEN ARBEIT (controlling and administering directly or 
indirectly) 
OsTDEUSTSCHE PRIVATBANK A.G., DANZIG ws i DANZIG 
BANK VOOR NEDERLANDSCHE ARBEIT N.V., AMSTERDAM .. NETHERLANDS 
WESTBANK N.V. (BANQUE DE TRAVAIL S.A.), BRUSSELS .. BELGIUM 
BRANCH IN PRAGUE .. a i Be ae by PROTECTORATE 
" », LUXEMBOURG eS st ais Sta LUXEMBOURG 
BRANCHES IN METZ AND STRASBOUR RG - i ais FRANCE 
BRANCH IN RIGA bi LATVIA 
3RANCH TO BE OPENED IN CRACOW AND Ac TIVITIES Ss TO BE 
EXTENDED TO ROUMANIA ann BULGARIA. 


REICHS-KREDIT-GESELLSCHAFT (controlling and administering directly or 
indirectly) 
RUMANISCHE KREDITBANK, BUCHAREST... Pe ..  ROUMANIA 


Interests in S.E. Europe through its share in the Creditanstalt-Bankverein, 
Vienna, and a branch in Paris. The recently founded Aero-Bank S.A., Paris, is 
1 daughter company of the Bank der Deutschen Luftfahrt. The Aero-Bank was 
founded in connection with the increase in the orders placed by the aircraft industry 
in France. 


The list is by no means complete, but it sufficiently indicates the 
principal directions of German banking penetration throughout 
Europe. The two biggest German commercial banks, the Deutsche 
Bank and the Dresdner Bank, figure prominently among the German 
banks collecting their share of the booty from the victims of German 
aggression. This fact will be borne in mind and is bound to influence 
the attitude of British and Allied banks towards German banks 
after the war. 
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Banking in France since 1940 
By Paul Bareau 


HE evolution of French banks since the armistice of 1940 

has followed a_ well-defined pattern to which almost every 

institution concerned has conformed. It has been a story of 
apparent expansion, measured in monetary terms, but of real 
contraction. Deposits have risen as a consequence of the persistent 
budgetary deficit financed by borrowing. The whole of the counter- 
part to this expansion in deposits is provided by increased discount 
of Government paper. The capital structures of the various banks 
have had to be adjusted to this expansion in monetary resources 
and liabilities. But this growth in banking figures, impressive 
though it appears at first sight, is but the reflection of the excessive 
liquidity from which the whole French economy is suffering. It has 
its roots in the abnormal costs of occupation levied by the German 
authorities and satisfied in the main by the most inflationary of all 
methods, namely, by direct French Government borrowing at the 
Bank of France. It gains substance from the steady depletion of 
previous stocks of materials and from the gradually slowing tempo 
of French industry due to lack of raw materials, to increasingly 
inadequate transport, and to the transfer of labour to Germany. 


These basic factors in the French monetary situation must be ap- 
preciated if the changes in the banking position are to be under- 
stood. The armistice imposed a financial burden on France which the 
fiscal machinery of the country was not able to bear. It must not be 
forgotten that the military and political collapses were followed by 
a period of administrative and industrial atrophy. Neither the 
machinery for the collection of taxes nor the taxable income from 
which to collect them were available. The presentation of Germany's 
first bill for occupation costs therefore involved an increase in 
Government borrowing. In those immediate post-armistice months, 
the capital market in France was virtually closed. The amounts 
required had, therefore, to be made available by the Bank of France. 
Admittedly, the road from the French Treasury to its central bank 
was already well travelled. What was new was the scale of the 
accommodation and the utterly unconstructive uses to which the 
proceeds were to be put. For the proceeds of these advances were 
not only intended to meet the genuine costs of German occupation 
of part of the country ; they were also to serve the task of financing 
German economic penetration in the industrial organization of the 
country. The picture of the dominance of German occupation costs 
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in the French budgetary position can best be shown in the following 
table :— 
(In milliard francs) 
Ordinary budget :— 1941 1942 (estimates) 
Expenditure ee e% + 100 1054 
Receipts .. ae a ea 72 80 
Deficit ns a - 28 253 
Extraordinary budget : 
Expenditure ba ne Me 25 33 
Costs of occupation > bc 30 1193 
Total deficit acs as x8: 178 
Financing German cle aring Ns 12 25 
Other Treasury charges.. si 8 10 


Total Treasury Financing i 203 213 


By the end of 1940, the French Government had already paid 
80 milliard francs by way of occupation costs. At the time of the 
French collapse, the Bank of France advances to the State, including 
the special 10 milliard franc loan free of interest, amounted to 
42,600 million francs. By the end of 1941, this total had grown to 
222,007 million francs, and by last October the figure stood at 
264,786 million francs. Thus, 180 milliard francs had been borrowed 
from the Bank of France between the armistice and the end of 1941 

-or within 30 milliard of the amount of German “ occupation ’ 
costs. In the past year, the need for recourse to the Bank of 
France has been somewhat smaller, partly because there has been 
a slight alleviation in the bill for occupation costs (up to the moment 
when the area of occupation was extended to cover the whole of 
France) and partly because the abnormal! liquidity of the French 
capital market made it possible for the French Government to 
finance itself to a larger extent by appeals to the public, and thus to 
bear through this less dangerous type of borrowing a larger part 
of the occupation costs. 

Even allowing for this diminished recourse to central bank 
borrowing, it is evident from the figures quoted and from their 
dominance over the budgetary position, that in this item is found 
the key to the whole French financial situation. The note circulation 
—which rose from 167 millaid francs at the eo 1e of the armistice 
to 218 milliard francs at the end of 1940, to 270 milliard francs at 
the end of 1941, and to 343 milliard francs “i last Octobe: —-has 
kept pace with this expansion in advances to the Government. 
As far as the specific impact of these occupation costs on domestic 
credit conditions is concerned, it is interesting to note in the last 
report of the B.I.S. a statement that, though there was in principle 
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freedom of transfer in francs from occupied to unoccupied territories, 
“communications remained imperfect on account of limitations 
in postal traffic, and monetary conditions were more liquid in the 
occupied zone, where occupation costs are mainly spent, than in 
the unoccupied territory.” 

The orgy of borrowing, most of it designed to cover budget 
deficits, has inevitably been accompanied by all the customary 
evidences of inflation. ‘Currency and credit have expanded, and even 
those commodity prices which are included in the official index 
numbers have maintained a steady upward progression. While the 
Bank of France note circulation has risen from 167 milliard francs on 
the eve of the armistice to 343 milliards last October, the deposits 
of the five largest French banks rose from 48 milliard francs at the 
beginning of 1940 to 97 milliard francs last June, and the deposits 
of the French savings banks increased over the same period from 
26 milliard francs to 34 milliard francs. Since 1939, wholesale prices 
in France have about doubled, whereas in Britain the increase is 
under 60 per cent. As for the cost of living, the official French index 
shows an increase of 53 per cent. between 1939 and March, 1942 

~a movement which only reveals a fraction of the increase in the 
true cost of living, including the foodstuffs which must be obtained 
in the black markets if they are to be obtained at all. 

Applying these figures to the question of the French banking 
situation, it will be seen that the proportion of the monetary circula- 
tion represented by bank deposits, always smaller in France than in 
Great Britain or the United States, has declined further. 

But even allowing for this loss of ground by bank credit to bank 
notes, the expansion of the former since the armistice has been 
sufficient to put out of alignment the whole capital structure of the 
French banking system. To remedy this, all the great banks have 
increased their capitals. In all cases the operations have been 
effected by offering shares to existing shareholders—usually at 
appreciably lower prices than the market quotation—in proportion 
to their existing holdings. Two specific examples may be given: 
that of the Société Générale, because the latest authorization to 
increase the capital should bring this institution to the leading 
position among the great French deposit banks ; and, secondly, that 
of the Banque Nationale pour le Crédit et I’Industrie, because of the 
exceptional rate of growth which this institution has maintained. 

In the case of the Société Générale, the recentincrease in capital 
involved first the calling up of the 50 per cent. uncalled liability on 
the 625 million francs capital, and secondly the raising of the issued 
and paid-up capital to 750 million francs by the issue of new shares 
to existing shareholders in the ratio of t : 5. The shares of 500 francs 
were issued at a price of 540 francs, though their quotation on the 
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Bourse stood around 2,145 francs at the time of the issue. In January 
of this year the authorized capital was lifted from 750 million francs 
to 1,500 million francs and, if this move is a precursor to a fresh 
issue Of capital up to this figure, the Société Générale will easily 
lead the field of the French deposit banks as regards capital structure. 
In the case of the B.N.C.I., the post-armistice period has done 
nothing to arrest the rapid expansion which began in 1932 with the 
reconstruction of the Banque Nationale de Credit. The capital had 
grown from 100 million francs in 1932 to 175 million francs at the 
outbreak of the war. It was doubled at 350 million francs in 1941, 
and last summer was further raised to 525 million francs by the issue 
of 500 franc shares at 750 francs each to existing shareholders. 

One of the features of Trench banking expansion since the 
armistice has been the extension of their interests in French North 
Africa. This was a natural dev elopn rent, given the shift in the 
economic centre of equilibrium of the Vic hy territories from metro- 

olitan France to North Africa and the modest beginnings of 

industria! development in those regions. On all counts, the trend 
will have been a favourable one for the banks concerned and for 
the cause of the United Nations. It helped in a modest manner to 
shift capital resources from metropolitan France to the territories 
which are now ranged in the fight against the Axis. The temporary 
severance of the links between France and French North ‘Africa 
will have created a tangle of legal and other technical problems for 
the banks concerned, but the unravelling of these knots can safely 
be left to the gigantic sorting out and tidying up process that will 
have to be undertaken after the war. 

There has been no open evidence that German banks or other 
enterprises have taken any hand in these substantial increases in 
the capital of French banks. It would, however, be more than 
surprising if no such infiltration of German interests had occurred. 
It is not shortage of readily available franc resources that would 
have prevented it. The French payments to Germany in respect 
of occupation costs are known to have been greatly in excess of the 
amounts actually expended by the German authorities for this 
purpose. At the end of 1940 the German authorities already held 
non-utilized franc balances at the Bank of France amounting to 
41 milliard francs—or over half the amount paid for occupation 
costs. By the end of 1941 this item had grown to 65 milliard. It is 
worthy of note that, in the course of 1942, though costs of occupation 
must have diminished considerably (at least up to the occupation 
of the whole of France in November), these unutilized balances of 
the German authorities tended to fall. There was admittedly some 
reduction in the French occupation costs payments, namely, from 
130 milliard to 120 milliard. But the rate of genuine German 
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expenditure for this purpose must have declined considerably faster, 
Yet by the beginning of October last, the balances of the German 
authorities at the Bank of France had fallen to 29 milliard francs. 
There is evidence that agencies acting on German account have been 
active on the Paris and Lyons bourses. Given the key position 
which French banks occupy in relation to French industry, it can 
safely be assumed that German infiltration into French banking has 
been considerable. Financed in this manner, that infiltration would, 
of course, have combined the two advantages for Germany of being 
discreetly veiled and of being ultimately financed by France herself. 


Of the more open German infiltration into French banking, the 
recently published report of the Inter-Allied Information Committee 
has this to say: ‘‘ The Germans are achieving infiltration into the 
French banking system through the establishment of agencies and 
branches of German banks in France. The activities of these 
institutions are limited at the moment to financing and credit 
operations, and to the taking over of shares in French industry. 
So far as the big German banks are concerned, the Dresdner Bank, 
the Reichs-Kredit-Gesellschaft and the Berliner Handels Gesellschaft 
are already in the field. It is proposed to establish branches of the 
Commerzbank and of the Bank der Deutschen Arbeit. The Deutsche 
Bank is represented only by members of its board of directors, who 
are living in France. The only bank established as a complete unit 
is the Aero Banque S.A. in Paris, which has a capital of 200 million 
francs. It was founded in October, 1941, by the Bank der Deutschen 
Luftfahrt, Berlin.’’ Its establishment must be connected with the 
increase in the orders placed by the German aircraft industry in 
France. 

In Alsace Lorraine, of course, the displacement of French by 
German banks is bound to be complete. These territories have 
been formally incorporated into the Reich, and the presence of foreign 
banks could not be tolerated by the German authorities for any 
length of time. Already the Bank der Deutschen Arbeit has opened 
branches in Strasburg and Metz, while the Badische Bank, a sub- 
sidiary of the Berliner Handels Gesellschaft, controls the Allgemeine 
Elsassische Bank-Gesellschaft. 


Apart from these open infiltrations of German banks into*France, 
the outward structure of French banking appears little disturbed 
by the post-armistice events. The great deposit banks still dominate 
the field, though with their asset structure considerably changed, 
as may be seen from the following aggregate balance-sheet comparison 
of the four great deposit banks :-- 
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(In million francs) 
Average, 1938 Jan., 1941 Nov., 1941 


Cash .. = ni on 3,822 6,232 6,325 
Discount—including Treasury 

paper - = 18,730 48,442 60,613 
Loans and advances. . ve 7,989 8,778 8,401 


The great deposit banks are thus becoming more and more the 
recipients for Government paper—but this is a fate which has 
overtaken banks throughout the belligerent world. The banques 
d'affaires, notably the Banque de Paris et des Pays Bas, retain their 
close links with French industry. In this guise, they must have 
been brought into close contact with the occupying power. The 
“haute banque’’ in Paris is either dormant or liquidated. The 
Jewish element among the French private banks has been largely 
eliminated. As yet, any dominance of Germany over French banking 
is far from apparent, but now that the whole country is occupied 
by the enemy, and that the bill for “‘ costs of occupation ” has been 
increased, the tentacles are likely to strengthen their hold. The 
major amputations that will be required to remove them at the end 
of the war will provide one of the most delicate tasks of the post-war 
financial settlements. 


The Post-War Unscrambling 
By David Sachs 


HE War of 1914-18 was the first “ total’’ war and it was 

followed by what was, if the same jargon may be permitted, 

the first ‘‘ total’’ peace. For the first time in the history of 
Western Europe individuals were, by the terms of a peace treaty, 
deprived of their private property. “‘ For many years before the 
outbreak of the Great War,” says P. F. Simonson, writing in 1921 
in his Private Property and Rights in Belligerent Countries, “ it had 
been the practice amongst civilized nations to respect private 
property, rights and interests in enemy countries during the progress 
of a war, and to allow the persons entitled to such property, rights 
and interests to resume possession thereof after the conclusion of 
peace. Hence it will be found that (except in some cases . . .) the 
Peace Treaties made during the last hundred years only deal very 
cursorily if at all with the private property of the nationals of the 
belligerent Powers, as the above-mentioned practice made any 
elaborate, express provisions with regard to these questions super- 
uous. On the restoration of peace and the resumption of inter- 
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course between the nationals of the Powers which had been at war, 
the former rights and interests of such nationals in respect of private 
property situated in the territory of each of the belligerent Powers 
automatically revived and such nationals were, so far as was possible, 
relegated to the position which they held before the outbreak of 
hostilities.” 

The deliberate destruction and expropriation practised in the 
occupied countries for the benefit of the German State and German 
nationals made it obvious, after 1918, that the respect previously 
paid to enemy private property, could no longer be observed. After 
this war, clearly, the same consideration will a fortior: apply. In 
1914, Germ: iny was a wealthy and prosperous Power with ee 
foreign investments. The forfeiture of these assets situated i 
Allied countries imposed by the Treaty of Versailles moc a 
sizeable fund out of which could be remunerated those persons who 
had claims against Germany. For example, the value of the property 
held by the Custodian of Enemy Property in Great Britain and 
belonging to persons resident in Germany was some {98 millions. 
This represented a very satisfactory offset against the property and 
other claims against Germans of persons reside " in Great Britain, 
amounting approximately to the same sum. Unfortunately, there 
will be nothing like this nest-egg after the present war which British 
residents can look to. But as it is likely that the procedure followed 
after 1918 for the settlement of claims between residents of Germany 
and Great Britain may also serve after this war as a model for the 
settlement of claims between residents of the United Kingdom and 
residents of those countries which have become “‘ enemy ”’ by reason 
of German occupation, a more detailed description of the machinery 
that was then set up may be of interest. 

Article 296 of the Treaty of Versailles provided for the settlement, 
through the intermediary of clearing offices, of the following classes 
of pecuniary obligations : pre-war debts ; ; debts which had become 
payable during the war arising out of transactions the completion 
of which had been partially or wholly suspended as a result of the 
war ; interest on Government securities, together with such capital 
sums thereon as may have become due through maturity, drawing, 
etc. The distinguishing feature of the principles of settlement laid 
down was that each Government accepted responsibility for the 
payment of all such debts due by its nationals to the nationals of 
the other Government (except naturally where the debtor had 
formally been found bankrupt or insolvent before the war). The 
nationals of the respective countries were prohibited from paying 
or accepting payment of debts except through the intermediary of 
the clearing office. The British clearing office was empowered under 
the Treaty of Peace Order, 1919, to recover from residents in Great 
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Britain all debts of the categories listed above due to residents in 
Germany. The rate of exchange fixed was (except where otherwise 
provided by the original contract) the ‘“‘ average cable transfer rate 
prevailing in the Allied country during the month immediately 
preceding the outbreak of war.”’ 

While it is uncertain whether similar machinery to that described 
above will again be employed, some mention may here aptly be made 
of the types of claims which persons resident in the United Kingdom 
have already been invited to lodge with the Board of Trade. It is 
perhaps significant that creditors of residents in enemy-occupied 
countries have been invited to register their claims with the Board, 
as well as those creditors who have claims against residents of 
countries with whom we are at war. In the former case, however, 
claims are restricted to roughly the classes which are described in 
the Versailles Treaty, as mentioned above, as pecuniary obligations. 
More precisely, they are debts of liquidated amounts and consist 
of such claims as dividends and interest due and payable before the 
country concerned became “‘ enemy ’’; bank balances and pre-war 
trade debts. (Noteworthy exceptions to this list are interest claims 
on Allied Government and Municipal loans.) In the second case, 
creditors have been requested to register not merely the so-called 
money claims, described above, but also claims covering every type 
of property which they may have in the enemy countries. This may 
range from real estate and personal chattels of all kinds down to 
securities and these do include Government and Municipal loans 
and the interest thereon. (A claim in respect of an enemy Govern- 
ment or Municipal loan is deemed to include a claim in respect of 
the interest thereon. No separate registration of the latter is 
required.) 

So far as property other than debts was concerned, the Versailles 
Treaty imposed an obligation upon the German Government to 
restore such property in specie, if it still existed, to the Allied owner 
thereof, if the latter so desired, or alternatively to compensate him 
therefor. If such property had changed hands during the war 
(that is, if it had been what was called technically the subject of 
“a measure of transfer’’) the German Government was likewise 
bound to restore the original owner and was left with the obligation 
ot compensating the parties who may have been injured by the 
restitution. 

After. 1918, apart from the restoration of the ravaged parts of 
Belgium and France, “‘ one of the [most] important duties entrusted 
to the Peace Conference was to insert in the Treaty . . . provisions 
with a view to securing (a) the restitution in specie of such property 
in Germany belonging to nationals of the Allied Powers as was still 
In existence when the Peace Treaty came into force, and (b) adequate 
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compensation for the total or partial loss of property ’’ (Simonson, 
op. cit.). After this war there will be joined to these problems what is 
in many ways a much more vast and complicated one, that of 
restoring, or obtaining compensation for, the property of all forms 
which the Germans have looted in the countries they have occupied, 
The issue by the Inter-Allied Information Committee of a pamphlet, 
The Penetration of German Capital into Europe, has recently and 
rightly focussed attention on this problem. It is worth while 
examining a number of measures which might usefully be employed 
either to procure the restitution of certain forms of personal property, 
particularly bearer securities, or to prevent the enjoyment by the 
Germans of such of this class of their ill-gotten gains as they may 
contrive to cling to. The question of ensuring adequate compensation 
for property which cannot be restored in specie raises very much 
wider issues into which we refrain from entering. 

There must be compiled in the first place a register of all claims 
by Allied holders who have been robbed of their negotiable securities. 
Entry of a claim on the register would be made dependent on pro- 
duction of satisfactory evidence of acquisition of such securities. 
Admittedly, in many instances the production of such evidence is 
bound to be enormously difficult, if not impossible. However, some 
system of indemnities, analogous to that employed when a security 
has in normal circumstances been lost or destroyed and a new one 
has to be issued, should overcome most, if not all, of the difficulties. 
Next, the German Government must be made responsible for the 
surrender of all foreign assets located in German territory. No one 
is artless enough to suppose that such a step would by itself suffice, 
but in conjunction with a number of other measures which we shall 
briefly indicate it should, however, help to form fairly efficient 
weapons in the armoury of enforcement. The most important of 
these additional measures calls for widespread international co-opera- 
tion, particularly on the part of those Powers which have been neutral 
in the war. It is quite simply that these neutrals should require 
their nationals to supply details of all forms of property which they 
hold for foreigners. This is no more than what the U.S. Government 
have required of their own nationals in connection with the well- 
known “ freezing ’’ orders. The precedent, therefore, already exists 
and no plea of infringement of the sacred rights of neutrals, etc., etc., 
should be allowed to stand in the way. In any case, notice has 
recently been served on the neutrals by a warning from the Allied 
Powers to all who may have been accessories in helping the Axis to 
conceal and retain their loot. A safeguard against the improper 
disclosure of the information thus collected would be a formal under- 
taking by the Powers that only where the beneficial owner of the 
property proved to be a national of one of the Axis Powers would 
the evidence be acted upon. 
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Steps such as these should contribute materially in tracking down 
the loot. What is also required is machinery to prevent any enjoy- 
ment of the booty either by realization or the receipt of income. 
Happily, appropriate procedure has already been devised in this 
country to secure the enforcement of the Trading with the Enemy 
Act, e.g. non-enemy declarations must accompany every presenta- 
tion of coupons and every transaction on the Stock Exchange in 
which a non-resident has any interest. What is required is the 
extension of the same procedure to all the countries concerned. 

Where owners have simply been evicted or expropriated, the 
problem is simply one of restitution, which may be difficult enough 
in practice but raises no problems of principle. At the other extreme, 
however, there are cases where property has been sold in the open 
market and acquired by Germany, in the last analysis, through an 
inflation of the currencies of the occupied countries against an increase 
in their worthless Reichsmark claims. In such cases the individual 
owner, who has already received the full proceeds in his local currency, 
obviously has no further claim, but the country as a whole has been 
defrauded. Hence, where the Germans have acquired securities by 
purchase on the stock exchange, or where there is prima facie evidence 
that the transferor of property was a willing seller, there can be 
no case for restitution in specie or compensation. Ownership of the 
property should therefore vest in the State of which the former 
owner is a national. The property could then be realized and the 
proceeds used for current fiscal purposes or for the reduction of 
State indebtedness. All transfers of property to Germany will, 
no doubt, be declared invalid, but this does not dispose of the 
matter. In a great many cases where the Germans have lent an 
air of legality to expropriation by making some sort of payment 
in local currency, it is difficult to believe that the former owners 
could have been really willing sellers. Most of them will have 
experienced inflation at first hand, and it is not to be supposed 
that they would willingly relinquish the ownership of real goods in 
exchange for paper currency of doubtful future value. In such 
cases, a possible solution would be to allow the former holder to 
repurchase their property for the amount originally received for it. 
{n view of the continuing inflation of European currencies, of course, 
this would normally be very much below prevailing prices, and strict 
investigation would be necessary to see that the original sale was 
in fact made under direct compulsion. 

No emphasis is needed on the extraordinary complexity of the 
problems that would arise in practice. There will be no one simple 
device efficient enough to provide a satisfactory solution. But if 
justice, even rough justice, is to be done, there must be in this field, 
as in sO many others of post-war policy, genuine international 
co-operation between belligerents and non-belligerents. 








THE: BANKER 


The Banks in 1942 


‘OR the most part, the 1942 bank chairmen’s statements again 





follow the strictly business-like war-time pattern, though here 

and there welcome traces are still to be found of the more 
expansive pre-war tradition. On the most general question of all 
—this country’s future—one or two of the statements sound a note 
of justifiable confidence. Thus, Mr. McKenna concludes: ‘“ On the 
last two occasions of our annual meeting the conditions have been 
dark and foreboding. To-day the picture is in less sombre colours, 
for we see now in the events of the war many positive results of our 
labour and sacrifice in the period of defensive preparation. Although 
there is still much to do, the final victory seems nearer in prospect 
and more firmly assured. Fortified by the certainty of triumph, 
our task is now to bring it to fulfilment with no more suffering and 
delay than the magnitude of the struggle inescapably demands.” 

At the same time, as Mr. Edwin Fisher of Barclays emphasizes, 
there can be no illusions that the basis of recovery can be anything 
but self-denial and hard work, particularly in the restoration of 
our export trade. The importance of exports if we are to achieve 
anything like full employment was also emphasized by Sir Robert 
Noton Barclay, of the District, who made the point that the 
prospects for our exporters are not discouraging, viewed from the 
angle of finance, since on the conclusion of hostilities Britain and 
America may well be the only countries able to guarantee loans to 
other nations. 

Sir Robert was the only chairman to discuss the chief domestic 
topic of the day, namely the 3everidge Report, and does so, as one 
would expect, from an admirably liberal viewpoint. It would, as 
he says, be a calamity if the conclusion of hostilities should find us 
without a clearly -defined programme for the changed world which 
will emerge. ‘‘ Hence Sir William Beveridge’s re cent great scheme 
for a Ministry of Social Security is welcome, if only as an indication 
of the Government’s determination to take active steps in this 
direction. The possible effects of this scheme, if adopted, upon the 
future economic welfare of this country are much discussed. at the 
present time and, whilst the great majority must agree with its 
objects, it naturally raises many questions in people’s minds. I, there- 
fore, think it appropriate to refer briefly to one or two of these. 
Firstly, can we carry the financial burden which the scheme would 
involve ? What the real additional cost would be it is difficult 
to estimate. There are even those who calculate that the over- 
all cost to the nation would not exceed the present actual outlay. 
Be that as it may, it must, of course, be borne in mind that the 
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benefits mentioned are only tentative. Even on the figures suggested, 
however, I think the actual additional burden would not really prove 
as heavy as may appear on the surface. To a large extent the nation 
is already carrying that burden, if not directly, then indirectly and 
perhaps in a more costly manner through the social services now 
ministering to those who suffer from the lack of proper provision. 
Regarded from this aspect, is it now largely a case of rationalizing 
a financial burden which already exists ? ”’ 

Many of the remaining chairmen, on the other hand, showed 
themselves keenly alive to current discussion as affecting more 
closely the banks themselves. Indeed, a new and altogether welcome 
awareness of the importance of “ public relations’ is probably 
the chief keynote of the 1942 statements. Continued attention to 
this question over a period might do much to rectify the state of 
affairs of which Mr. Fisher complained, that “‘ the part played by 
the banks in the national effort and the services afforded by them 
to the community do not always receive the recognition they deserve ” 

for the banks, more than any other section of the community, 
must surely realize that deep-seated public goodwill cannot be built up 
overnight by an occasional frontal attack. Even so, it is satis- 
factory to find the banks taking up the cudgels in their own ‘defence, 
instead of adopting the traditional attitude of dignified aloofness and 
indifference to criticism. 

Thus, the Westminster Bank’s chairman, Mr. Rupert Beckett, 
points out that while the attitude of the banks received official 
commendation from the Kennet Committee, “in Parliament, in 
certain sections of the Press, in speeches of exalted clerics, a spirit 
of criticism, even of resentment, of the banks is frequently mani- 
fested.’’ In some political quarters, of course, this expresses itself 
in demands for nationalisation of the banks, though precisely what 
advantages are expected to follow from this step are, as Mr. Beckett 
says, difficult to discover. “‘ Would State banking be easier, more 
accommodating, more efficient and cheaper than present-day 
banking ? I cannot think so; it seems to me that centralization 
of control under the State would accomplish none of these ends. 
The flexible banking of to-day would have to give place to rigidity. 
Normal banking regulations would be standardized and made more 
hard-and-fast to safeguard against all conceivable losses, since public 
funds and not those of private institutions would be at risk. Govern- 
ment requirements would inevitably involve the furnishing of much 
more detailed information and the filling-up of more forms; the 
process would be far more cumbrous than at present and trade, 
both domestic and foreign, would suffer thereby. Prolonged delays 
in the sanctioning of facilities would be likely, and the ‘ personal 
touch’ would be lost entirely in the remote control of Whitehall. 
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There is nothing in such developments to suggest either a cheapening 
or improvement of existing banking facilities, and the public would 
lose the valuable option it now has of turning to a competitive 
institution if offered what it considered unattractive or unreasonable 
terms of business.” 

A number of the statements discuss the especially vexed question 
of profits, refuting the costless credit fallacy yet again by reference 
to such factors as the payment of deposit interest, the loss of advances 
and the general rise in expenses. Even so, Mr. Fisher acknowledges 
that ‘“‘ we do undoubtedly derive some benefit from the larger sums 
deposited with us,’ while Sir Noton Barclay says ‘‘ our income has 
been more than sustained by the use of the larger resources at our 
disposal.’’ * Much the most detailed information on the question 
of profits comes, however, from Lord Wardington. Of every pound 
earned by the bank in 1942, he discloses,— 

3s. 2d. went in interest to current, deposit and savings bank 

customers, 

8s. gd. went to salaries, pensions and staff funds, leaving a 

balance of only 

8s. 1d. to cover all other expenses, provision for bad debts, 

income tax, dividend and allocations. 





Interesting though this is, it does not carry us very far. Had the 
final item been broken down, it would have been possible to gross up 
the whole—which is, of course, the reason why this was not done. 
Even so, some slight scope for detective work may possibly be found 
by. relating this analysis to Mr. McKenna’s incidental revelation that 
the Midland Bank spends over £6 millions on staff alone. 

On the subject of E.P.T., in any event, Lord Wardington makes 
a definite contribution. ‘‘ The loss or gain arising either from the 
sale of investments,’ he points out, “or the allocations to, or 
recoveries from, bad debts, come under the category of those sums 
which must be included in a statement required for the purpose of 
computing income tax, but they do not necessarily come into our 
published profits. It is apparent, therefore, that if the standard year 
for Excess Profits Tax was fortunate in these respects, no tax would 
be payable in an accounting period which had not enjoyed similar 
advantages, although there ‘might be nothing in an examination of 
the published profits of these years to lead to such a conclusion. 
In our case the profits of the standard year for Excess Profits Tax 
was not unfavourable, owing principally to the fact that larger profits 
than usual were made from the sale of investments.’’ There can be no 
doubt that these opportune profits on capital account mainly explain 
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the continued immunity from E.P.T. of the banks as a whole. In 
the case of Lloyds, Lord Wardington further states, depreciation of 
investments has called for the provision either from profits or reserve 
of an amount equal to 18.9 per cent. of the bank’s earnings, while 
in other years the actual sale of investments has yielded a surplus 
available, technically, to be brought into profit or added to reserve 
equal to 16.7 per cent. of the earnings. In other words, profit 
standards may be raised through such profits by the equivalent of 
anything up to one-sixth of gross earnings, which on the figures 
already shown may be equivalent to perhaps one-half of published 
profits. Here is ample scope indeed for an expansion in earning 
assets without, in the absence of investment profits, liability to 
E.P.T. Satisfactory though such a position is from the point of view 
of the bank shareholder, it must be admitted that it definitely weakens 
an argument advanced at times in these pages, and put forward in 
this year’s statement by Mr. F. A. Bates, namely that if bank profits 
were excessive, “ the appropriate amount would be transferred to 
the Government by the operation of the excess profits tax.” 








What are we to make, in the circumstances, of the banks’ published 
profits? Notagreat deal, evidently. ‘It is not always easy,” says 
Lord Wardington, “ to decide whether any item in a particular year 
is likely to be of a recurring nature, and therefore to be reasonably 
included in our Profit and Loss, or whether, on the other hand, it 
would be wiser to consider it as exceptional and more suitable to be 
placed to reserve for contingencies in a less favourable year. All 
these, and many other factors, make a scientifically accurate com- 
parison of profits one year with another a matter of considerable 
difficulty. To show these differences year after year by a closely 
detailed analysis of our Profit and Loss would be impracticable n 
any statement short enough to be intelligible. The whole matter 
seems to resolve itself into a question of sound banking judgment. 
Our aim is to present figures to you which, having regard to all 
the circumstances of the time and possible contingencies in the 
future, constitute a reasonable comparison one year with another.”’ 
Or, as one might say, think of a number. . . . Even so, there is a 
certain antiquarian interest in considering the figures which, over a 
period of years, have seemed to the banks to satisfy this elusive 
criterion. There will presumably be some rough conformity with the 
general trend of true profits, and the war-time increase will provide 
some indication of the extent to which the “ free margin ”’ for E.P.T. 
purposes has been eaten into. 


The following table, therefore, shows the estimated profits of the 
banks before taxation for the past four years, together with the 1929 
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peak and slump levels :-— 
ESTIMATED PROFITS BEFORE TAXATION 
(000’s omitted) 
Peak: Slump 
1929 6‘ Low” 1938 1939 1940 1941 1942 
£ £ £ £ £ £ £ 


Barclays .. .. 2,910 2,070 2,790 2,890 2,790 2,841 3,220 
Lloyds ini .. 3,180 1,920 2,480 2,575 2,540 2,675 2,872 
Midland ss 93330 2,690 3,550 3,540 3,550 4,135 4,204 
Nat. Provincial 2,310 1,650 2,000 1,977 1,990 2,222 2,383 
Westminster ea ngee 1,950 2,260 2,390 2,405 2,499 2,605 
TOTAL .. 14,430 10,280 13,080 13,372 13,275 14,372 15,284 

% of 1929 - 100 91.3 90.6 92.7 91.6 99.6 105.9 


It will be seen that in the aggregate published profits for the first 
time exceeded the 1929 record level, though this is not true of each 
individual bank. In the aggregate, too, there is an increase on the 
year of 6 per cent., while the 1942 figures are {2,711,000, or 
21 per cent in excess of the most favourable apparent E.P.T. 
standard, the average of 1936 and 1937 

Since the rate of tax was the same in both years, and all the 
banks now show profits after tax on dividends, the published profits 
for 1941 and 1942 offer for the first time a valid comparison. The 
actual profits and their allocation are shown in the next table :— 

CLEARING BANK PROFITS AND APPROPRIATIONS 


(fo00’s omitted) 











| Other 
‘et Profits wera: 
Net Profit | Dividend | ontingencie | Appr opriations 
a _ }——- j -_- _— |- - - |——-— 
1o4g2 | 1941 1942 — | 1941 |. 1942 = 1941 1942 | togt 
| } | = Sat ™ sea 
j | } ‘ 
Barclays 1,530 | 1.353 | 1,041 14 104i Id | 250 00 238 112 
Lloyds ++ | 1,304 | 1,274 g18 12 |} 9t5 2 | 450% | 350 4 9 
Midland .. -- 11,997 | 1,909 | 1,213 76 | 1,213 76 | 250 500 534f 257 
Nat. Prov. - 58,892 1055 | Jit I | 7i1 15 150§ 3 1008 271 247 
Westmin ster | 1,235 1,190 | 777 8 | 777 18 | om 401 413 
Martins .. ss SH | 587 312 15 | 312 45 | 100 150 165 125 
Vistrict .. ; 422) 417 260 8k} 260 8h] | 162 155 
National . -» | 184 | 170 } t59 TO | 150 10 15 19 |—0.4 
Williams De: vcon's | 189 | 184§| 117 rah} 117 12} _72 67 
+ In she ding W: ir Contingencies £350 
t Including /£50 000 to p iblished Reserv 
) War Conting encies 


Of the appropri ations, the most interesting is the Midland Bank’s 
transfer of {500,000 to the published reserve. Although the general 
reserve has been increased from time to time by premiums on shares, 
this is the first transfer out of profits since as long ago as 1918. 
[It will be recalled that in 1931 the reserve was reduced by 
£2,750,000 to {11,500,000 ; this year’s transfer thus restores it to 
£12,000,000. 
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The main banking trends of the year are summarized in the next 
table. Even after December’s record expansion in deposits of 
{156.7 millions, it will be seen, the increase on the year is still no 
more than £299. 5 millions. T his represents an expansion of no more 
than g per cent., compared with as much as 1g per cent. (£529 
millions) in the preceding twelve months. For this sharp check to 
the rate of credit expansion, of course, the introduction of tax reserve 
certificates is mainly responsible. 

CLEARING BANK RETURNS 


(£ millions) 

















December Average 12 months 
1942 194! aang? | 1942 1941 Change 
Deposits os hits 3,028.6 3,329.2 + 299.4 3,275-5 2,970.3 + 305.2 
Cash... ae -- | 390.4 305.9 + 24-5] 345-4 310.9 + 34-5 
Call Money... wali aa.2 141.3 + 0.9 | 133.0 34.2 - 2 
Discounts - $s 197.5 171.1 + 26.4 | 234.5 216.5 + 18.0 
r.D.R. - am 895.5 758.0 + 137.5 | 641.6 $31.5 + 210.1 
investments .. oe 1,120.2 998 .6 + 121.6 | rnp I 894.4 t 174.7 
Advances wa ea 772.8 800.7 — 33.9 } 797-5 857-5 60.0 








Treasury deposit holdings and investments once again en the 
chief counterpart of the additional deposits, while on the other hand 
the decline in advances continues. Thus, T.D.R. now rank after 
investments as the second largest banking asset. The ratio to 
deposits of the four “ liquid ’”’ assets has consequently further risen 
on the year from 43.1 to 44.8 per cent. This abnormal liquidity is 
discussed by Mr. McKenna, who says that: “ although this position 
adversely affects our earnings, it provides a safeguard against any 
later decline in the total of bank deposits and strengthens us to meet 
whatever circumstances may arise when the war is over.’”’ On the 
decline on advances which is the counterpart of the increased 
liquidity, Mr. McKenna observes: ‘“‘ Much as we may regret the 
diminution in this outlet for our resources, it puts us in a favourable 
position with regard to post-war prospects, as it suggests that we 
shall be able to finance the orderly re-expansion of non-Government 
business without any such strain on our resources as might lead to 
heavy sales of investments. . . . The present strong position of the 
banks will ensure that as restrictions are gradually lifted the increased 
demands upon them for accommodation can be met without infla- 
tion.’’ On the latter point, it is not very easy to follow Mr. McKenna’s 
argument, since the amount of credit that can be granted without 
inflation is surely a function of the physical resources available for 
production, and not in any way of the balance-sheet position ot the 
banks. 

There is little which calls for comment in the individual move- 
ments of the various banks, but the usual tables are appended for 
purposes of record. It will be observed that during the year both 
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Barclays and the Midland have expanded their deposits well above 
the £700 million mark. (Indeed, the consolidated statement of the 
Midland Bank shows a deposits total of no less than {850.5 millions.) 
The combined deposits of these two institutions alone amounted 
at the turn ot the year to no less than {1,480 millions, which is not 
so very much less than the total of all clearing bank deposits ten 


years ago 
CLEARING BANK LIABILITIES AND ITEMS IN COURSE 
(£ milliors) 
j 1 ete ' 
Capital and | D 2 Acceptances, yheques and 
! 2 < > om “7 
eposits, etc. te. | Balances 


Keserves 
1942 194! 1942 1o4l 
Barclays 27. 7. 721.0 645.2 | 
Lloyds .. - | 25.8 25.8 | 646.2 581. 
758. O50 
Nat. Prov | 473-: 400 
Vestminster ; } 501. 409 
Coutts .. . ; |} 34: 32-5 
Glyn, Mills j ‘ ‘ ; §9. 52. 
Martins } ‘ 7-8 | 167.3 157 
District . 146. 131. 
National aa a. 44.! 39. 
Williams Deacon's * 2 70.4 62.3 


+ Not shown separately. 


Midland 





“LEARING BANK LiguID ASSETS 
(£ millions) 





in Hand | Money at Call | scounts 


a — ' a 
| 


1941 | 1942 1941 42 194! 


Barclays a. 70.6 | 20.0 24.9 38..: 40.3 
Lloyds Bi a 5.1 21.1 11.0 47: 3! 

Midland , ; 80.6 75,.¢ 25.8 23.2 4.4 33-5 
National Provincial .. §1.2 a 16. 9 | 3.3 30.6 
Westminster .. ee 56.2 * 22 a 
Coutts .. ‘ 8.4 3-: 3 
Glyn, Mills ee” : Ka I 
Martins ; 4 .6 iz 
District , . a 
National a 6. 5-3 6. 
Williams Deacon's. me .O s. 
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EARING BANKS MAIN EARNING ASSETS 
(£ millions) 





Investments Advances 





1941 Change | 2 1941 Change 





174 
328.5 
169. 
105. 
116. 
8. 
10. 
32.9 
24. 
16. 
33. 


Barclays 206. § 168. + 38 
Lloyds ; . 163. + 30. 
Midland .. in ao 35. 200. + 29. 
National Provincial 43. 337. + 6. 
Westminster 54. 145.! - 8. 
Coutts ‘ 3- 12. t 
Glyn Mills 20. 19. ! 
Martins oe 57- 58. 
District i 52. 48. 
National .. tie >a ‘a 16.: 
Williams Deacon's as : 20. 
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In spite of the very slight recovery in clearing bank money 
market assets, the year was one of remarkable expansion for the 
discount market. The combined assets of the three large companies 
increased from {189.2 millions to no less than {232.1 millions, while 
net assets (excluding re-discounts) showed a similar increase from 
{175.4 millions to {220.4 millions. The weckly figures of percentage 
Treasury bill allotments indicate that a total of some £1,400 millions 
of Treasury bills passed through the market in the course of the year, 
compared with only about {1,150 millions in 1941. Alexander’s 
chairman referred to a sharp increase in the volume also of commercial 
bills, as reflected in the marked increase in that company’s rediscounts 
at the end of the year. This experience was not, however, confirmed 
by the National, whose rediscounts were only slightly higher on the 
year, nor by the Union, whose rediscounts total was little more than 
two-thirds as great as in 1941. 


DiscouNT MARKET ACCOUNTS 








Profits Deposits, etc. Investments Billst 





194i g 


i, | 
| (£000’s omitted) 
poe SAGGoesee saree ees } 


1942 ices 





(£m) (£m) 


49.8 


§90.9 


40.5 
63.0 


99.5 73-9 


1941 


(£m) 


1942 194! 


({m) 


(£m) 

24.8" 
36.28 
54.1° 





+ Excluding rediscounts 


1 Rediscounts 


2 
3 


19042, 
1942, 
1942, 


£1,292,000 : 
£4,131,000 , 
£6, 263,000 ; 


19041, 
1941, 
194, 


£581,000. 
£4,063,000. 
£9,1 53,000. 


A feature of the 1942 figures is the increase in the apparent 
liquidity of the market, both the National and the Union showing 
an actual decline in the investments item, notwithstanding the 
marked expansion in their total assets. The distribution of assets 
between bills and securities is, however, so much a matter of indi- 
vidual judgment that it would be unwise to draw any strong con- 
clusions from these figures. It is interesting to note that for the 
first time the balance-sheet total of the Union Discount has risen 
well above the £100 millions mark, and this is true even of net assets 
after exclusion of re-discounts. 
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Irish Banking in 1942 
By Professor G. A. Duncan 


N spite of the practical disappearance of butter and bacon from 
| the export list, Irish exports in 1942 were running higher every 

month than the low levels of 1941 caused by the foot-and-mouth 
disease outbreak. For the first eight months of 1942 they totalled 
{21.0 millions, against {16.9 millions in 1941. Yet the active balance 
of trade which appeared in 1941 disappeared by March, 1942, and 
over the whole eight months the passive balance increased slightly 
from {2.4 millions to {2.8 millions. This was due mainly to the 
steadily rising cost of imports, which in the first eight months of 1942 
totalled {23.8 millions, against {19.3 millions in 1941. These 
changes were almost completely the reflection of price-changes, the 
volume of exports having increased only insignificantly, and of 
imports by only 1 per cent. 

No information is yet available concerning the other elements of 
the balance of payments in 1942, but the full estimates for 1941 
have now been published in the /vish Trade Journal for September, 
1942. They disclose for the first time since the estimates began to 
be published an active balance of known items on current account, 
amounting to {12.0 millions. By comparison with 1940, this was 
brought about chiefly by an increase of £1,900,000 in emigrants’ 
remittances from the U.K. and of £346,000 in pensions received 
from the U.K. A diminution of £17,253,000 in the value of imports 
was balanced by an increase of {2,955,000 in other debit items, 
principally external profits. For 1942 the probabilities are that the 
merchandise position will have remained substantially the same, 
the earnings from foreign investments increased slightly, and the 
receipts from emigrants’ remittances increased very greatly, yielding 
a still more active balance. This is consistent with the increase in 
the gross holdings of ‘‘ external assets ’’ of the banks and the Currency 
Commission from {165.3 millions in September, 1941, to {193.2 
millions in September, 1942, a growth somewhat greater than the 
previous year’s one of {25.9 millions. The net holdings rose even 
more rapidly, by {18.1 millions in comparison with £15.8 millions. 

Internal banking business has continued to contract. The total 
of bills (other than Government), loans and advances within the 
twenty-six counties fell by a further {1.1 millions to £48.4 millions, 
and ‘‘elsewhere”’ (i.e. mainly in Northern Ireland) even more 
steeply—by {2.3 millions to £20.4 millions. At the same time, the 
totals of “‘ current, deposit and other accounts ”’ increased by £12.3 
millions and £7.1 millions respectively, a large proportion probably 
consisting again of savings deposits. This is illustrated by the 
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parallel figures for the net increase (in the twenty-six counties) in 
deposits in the Post Office Savings Bank and in Savings Certificates 
outstanding, which were, for the first seven months in each year, 
£654,000 in 1939, £264,000 in 1940 (affected by withdrawals in June 
and July), £929,000 in 1941, and {1,700,000 in 1942. It is also 
probable that large amounts have been deposited in the Post Office 
Savings Bank of the United Kingdom by persons who intend 
ultimately to return to the twenty-six counties. 

The previously noticed growth of liquidity preference has continue 
strongly. ‘‘ Total Monetary Circulation” as recorded by the 
Currency Commission jumped from £22.1 millions to £27.7 millions, 
and the bank-note circulation “ elsewhere’’ from £8.6 millions to 
{11.3 millions. It is possible that some part of the increase in note 
circulation is due to the new scale of charges on current account 
transactions : if so, it is likely to be transient. Similarly, the banks’ 
holdings of cash, money at call and short notice (including the 
Currency Commission’ S gold) rose steeply from {£43.60 millions to 
{53.4 millions, or from 21.7 per cent. to 24.0 per cent. of the total 
note and deposit abilities. 

As anticipated in a previous article (THE BANKER, February, 
1942), the total published profits of the Irish banks fell by a further 
7 per cent. in 1941 to £1,004,000. Four banks reduced their dividends 
in 1941, while one raised it. The growth of total earning assets 
continued, reaching {187.8 millions in the September quarter of 
1942, a further increase of {12.4 millions on the 1941 total. It is not 
yet possible to say (if indeed the bank managements ever publicly 
disclose it) what effect the increase of bank charges undertaken last 
year will have upon their revenues, but the arbitration award of 
June, 1941, should have prevented the automatic growth of their 
establishment expenses. Possibly, therefore, the fall in published 
profits was arrested in 1942. 

The principal banking event of the year has been the enactment 
of the Central Bank Act, 1942, converting the Currency Commission 
into the Central Bank of Ireland. The Commission of Inquiry into 
Banking, Currency and Credit, reporting in April, 1938, had recom- 
mended such a change, but the Act departs from the Commission’s 
recommendations in a number of respects. The new Bank is to be 
a fully Government-owned and Government-managed institution. 
The whole capital (£40,000) is held by the Minister for Finance ; 
the governor is appointed by the Government and the directors by 
the Minister : there may be up to eight directors, three of whom 
must be taken from a panel of six e! = ted by the banks, and two of 
whom may be Civil Servants. The Bank has not vet been formally 
instituted, nor its board cc In the field of currency, the 
consolidated bank note issue is to be abolished over a period of twelve 
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years, being replaced by legal tender notes. In effect, this achieves 
nothing of importance except the transfer of £6 millions of sterling 
securities from the beneficial ownership of the banks to that of the 
new Bank: the loss will be less apparent to the banks since they 
are already paying tax on these notes at the rate of 24 per cent. 
(it was 3 per cent. for several years). The Bank will also take over 
the issue and management of the token coinage, which the Currency 
Commission has already been doing as agent for the Minister for 
Finance. While the obligation to hold U.K. Government securities 
against the legal tender note issue to the extent of 100 per cent. 
(an obligation exceeded in practice by the accumulation of a note 
reserve fund) remains, the Act provides that the Minister may ask 
Parliament to approve of the substitution of non-sterling securities, 
if requested by a majority of the board of directors. 

In addition, the Act equips the Bank with most of the customary 
functions of Central Banks, empowering it specifically :— 

(a) To receive non-interest-bearing deposits from the commercial 
banks and to provide for the settlement of clearing balances 
between them ; 

(6) To rediscount bills of exchange and make advances to banks 
against such bills of Government securities ; 

(c) To fix and publish rates of discount and interest applicable 
to such rediscounts and loans; 

(zd) To buy and sell Government securities in the open market. 

It is rather diflicult to imagine the circumstances under which 
any Oi these powers is ever likely to become operative, given the 
commercial banks’ close connections with London and their high 
degree of liquidity, founded mainly on their very large holdings of 
sterling securities. Possibly they would be required in the event of 
a military, political and economic catastrophe so disastrous that it 
closed the London banks and markets, or completely severed com- 
munications between London and Dublin, or both; but scarcely 
otherwise. There is one power, conferred by Section 45 of the Act, 
which was the cause of much misgiving when the Bill was in passage 
through Parliament. This empowers the Bank, with the consent 
of the Minister, to require any bank, whenever its assets within the 
twenty-six counties fall below a certain proportion of its liabilities 
within the twenty-six counties, to make an interest-free deposit with 
the Central Bank, i.e. to transfer to the Central Bank a certain portion 
of its earning assets. The details of this remarkable provision 

-namely, the critical proportion, and the calculation of the deposit 
to be made—are left unstated. Its object would appear to be to 
‘encourage’ the banks to invest a larger portion of their available 
funds within the twenty-six counties, which looks rather like a yielding 
to the ignorant clamour for the “ repatriation’”’ of banking funds 
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and ignores the main reasons for their investment abroad, namely, 
the domestic lack of both liquidity and adequate investment oppor- 
tunities combining safety and productivity. Private capital has 
followed the same course, and private investments “ abroad’ 
(i.e. mainly in the U.K.) almost certainly amount to totals very much 
higher than those held by the banks. 

It is noteworthy that there are certain things which the Act does 
not do: it does not compel the banks to keep specified or any 
deposits with it, and it is doubtful whether its permissive functions 
in this regard will become operative. It does not require the transfer 
of the Exchequer Account and other Government accounts from the 
Bank of Ireland ; and it places no formal limit of any kind on the 
amount that the Government may borrow from the Bank. There is 
no restriction on the age of the Government securities that the Bank 
may purchase, and this apparently leaves it open to it to subscribe 
directly to Government loans. This, coupled with the absence of 
any restrictive clause in the borrowing powers annually given to the 
Minister by the Appropriation Act, opens up dangerous possibilities, 
not indeed in ordinary circ umstances, but whenever the Government 
finds difficulty in the sale of its securities to the investing public, 
as has happened before now. While it does not compel the banks to 
clear through the Bank, it empowers the Bank to make regulations 
requiring the banks to adopt it as a medium for internal and ' external 
clearings: except as a piece of machinery adapted to extensive 
exchange control, there appears no particular necessity for this 
provision, whose adoption would disrupt the existing clearing 
arrangements. 


! 
i 

IRISH BANKING TRENDS | 
BANKS IN THE TWENTY-SIX COUNTIES (INCLUDING THE CURRENCY COMMISSION} | 


Business in the Twenty-Six Counties Business elsewhere 
(£ millions) 
(Sept. Or.) 1939 = 1041 1942 | 1939 194% 942 
Capital, reserves and carry-forward 10.3 10.4 10:4 | 3.2 ie. 7.2 
Notes in circulation ‘ui aha 16.% 19.7 25.1 | 4.0 8:6 11.3 
Current, deposit and other accounts 114.4 134.3 1460.6 | 42.4. 52.2 59.3 
Cash, money at call and short notice S.6 82.1 2.3} 36.6 35:6 42.1 
Bills (non-Government), loans and 
advances .. ‘ e bi 51.7. 49.5 48.4] 20.7 22.7 20.4 


Investments and Government bills* 11.0 10.g 11.4 | 85.9 103.7 124.4 


Excess of sterling assets .. .. 69.3 95.4 113.6] 


* Nole.—Revised for 1939 and to4o to include Currency Commission’s holdings 
assets other than gold, inadvertently omitted on previous occasions. 





There remain a number of miscellaneous provisions : empowering 
the creation of a Research Department ; prohibiting the use of the 
word “ bank ”’ by any except bankers licensed according to the Act, 
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who are required to keep a deposit in the High Court, and to publish 
balance sheets in specified forms at specified times ; empowering 
the Bank to demand information from hire-purchase firms ; extending 
to bankers’ drafts the same protection as that afforded to cheques 
by existing statute law ; and conferring trustee status on all bankers’ 


deposit receipts. 


Eire’s Monesey Systeen 


R. JOHN P. COLBERT is probably the unique example of 
M a financial journalist turned practical banker : he was once 
Editor of The Statist and he is now chairman and managing 
director of the Industrial Credit Company, Ltd., of Dublin. Since 
he was a member of the Irish Banking Commission of 1938, and is 
also a Lecturer in Banking and Finance at Dublin University, he 
obviously speaks with the highest authority both on the theoretical 
and practical aspects of the Irish monetary system. His book* 
comes at a specially opportune moment in view of the new Central 
Bank Act. 

Of particular interest in this country are the sections dealing 
with the link between the Irish currency and sterling. Many thinking 
people in Eire, Mr. Colbert points out, sincerely believe that because 
of the nature of the link with sterling their currency is not a truly 
“national ’’ one. Some would like a change in the existing pound 
to pound relationship, while others would like to see the connection 
with sterling severed altogether. Much of this criticism arose out 
of the fact that no domestic securities might be held in the legal 
tender note iund, which means that in practice no legal tender notes 
could be issued against any Irish assets. The Currency Commission 
hitherto has been able to issue notes only against sterling (the provi- 
sion for the issue of notes against gold being inoperative); and 
it has been obliged to issue notes against sterling offered to it to an 
unlimited amount. As Mr. Colbert points out, however, it would 
have made little practical difference had the Currency Commission 
been empowered to issue notes against Irish Government securities, 
since the issue of notes exclusively against sterling did not stint the 
country of its currency requirements, the banks and the general 
public having more than ample supplies of sterling. Presuming 
that the new Central Bank will have the power to issue notes against 
Irish Government securities, there will be three additional ways, 
Mr. Colbert shows, whereby Irish legal tender currency can be 
issued :—(a) Purchase of Irish Government securities by the Central 





* Commentary on Misconceptions Regarding Money and Bank Credit.” 
(Cahill & Co., Ltd., Dublin, Price 5s. net.) 
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Bank ; (d) lending by the Central Bank to other credit institutions, 
and (c) rediscounting by the Central Bank of bills discounted by other 
credit institutions. 

In theory, the establishment of a Central Bank should give 
Ireland much greater freedom of monetary policy. In practice, 
Mr. Colbert is able to show, the effect is likely to be negligible both 
in internal and external policy. While a Central Bank can provide 
the conditions for an expansion of credit, he points out, it cannot 
compel expansion, the initiative in which must come from the 
business community. On the other hand, so long as the sterling 
assets of the Irish banks can be converted into legal tender at will, 
no Central Bank can force a contraction of credit or prevent an 
expansion by the classic method of open-market operations. The 
requirement of a deposit with the Irish Central Bank would simply 
mean the transfer of sterling interest-bearing assets to the Central 
Bank against a deposit possibly not bearing interest. In order to be 
effective in the matter of credit control, the minimum deposit would 
have to be fixed so large that it would make a ruinous inroad into 
the commercial banks’ profits. In self-defence the banks would 
have to increase their charges. Admittedly, the note-issuing author- 
ities can prevent expansion by refusing from time to time to issue 
notes in exchange for sterling, but except in 1919 and 1920 the 
[rish banking system has never erred on the side of over-expansion. 
“One of the commonest misconceptions in regard to Eire,”’ Mr. Colbert 
points out, “ relates to the influence of the Bank of England on the 
volume of Irish bank credit. It is claimed that hitherto the Bank 
of England has been the Central Bank for Eire as well as for Great 
Britain and that hence the volume of bank credit in Eire has been 
subject to determination by the Bank of England. . . . It has to be 
stated as an unquestionable fact that nothing the Bank of England 
could do (referring all the time to pre-war conditions) in the way of 
the classic Central Banking technique of open market operations, 
could possibly prevent an expansion of credit on the part of the 
Irish banks or force the Irish banks to contract credit. This was by 
virtue of the fact that the Irish banks could in pre-war times turn 
their holdings of British Government securities indirectly into Irish 
legal tender cash, and these holdings were relatively so large that 
the Irish banks could not possibly be squeezed in regard to the ratio 
of their cash to liabilities within Eire. . . . The only method by 
which a curb could have been put by London on the Irish banks 
would be through what would have been a quite extraordinary 
procedure before the war of limiting sales of British Government 
securities by the Irish banks in the London Stock Exchange, whether 
by amount or by the fixing of special minimum prices, and in this 
regard action would have to be taken not by the Bank of England 
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but by the Committee of the London Stock Exchange, with the 
concurrence of the British Treasury. 

“In point of fact the Bank of England has performed only two 
minor Central Bank functions in relation to the Irish banks. The 
first is that the Irish banks have effected their inter-bank clearings 
through the medium of balances with the Bank of England (also with 
London Clearing Agents). The second is that the Irish banks have 
accepted the Bank of England as the rate-fixing authority, the 
changes in the Irish banks’ rate structure having followed auto- 
matically the changes in the Bank of England’s official rediscount 
rate,’ through the purely voluntary action of the Irish banks. 
“ The Bank of England’s rediscount rate and its rate for advances, 
while immediately affecting competitive rates for day-to-day money, 
weekly fixtures and Bills in the London Money market, could not 
influence except remotely the volume of general trade credit extended 
by the banks.”’ 

In addition, Mr. Colbert shows, it is a mistake to suppose that 
the choice (by Eire) of a fixed rate of exchange with sterling is 
incompatible with political or fiscal independence. ‘‘ The position 
has been that a trader in Dublin could make a payment in 
Birmingham or Belfast with the same facility, and without any 
extra charge, as he could make a payment in Cork or Cahirciveen, 
by merely posting a cheque drawn on his account in a local bank. 
Similarly, if he lodged a cheque from the customer of a bank in 
Birmingham or Belfast, it would be credited to his account without 
any extra collection charge beyond such as was applicable to lodg- 
ments of cheques drawn on bank offices within the State. Yet the 
payments made in Birmingham and Belfast and the lodgment of 
cheques received therefrom are really Foreign Exchange transactions 
for which a transmission and collection expense would normally 
arise in other countries whether by way of Foreign Exchange 
brokerage or a variation in the rate of Exchange. (The English 
banks de not provide similar facilities to their customers free of extra 
charge.) The convenience of such a system is obvious. If the 
obligation of the Eireann monetary authority to issue legal tender 
notes ¢ for { against sterling, and to redeem the notes on the same 
basis, were removed it is almost certain that the rate of Exchange 
between the Irish currency and sterling would remain exactly as it is 
at present. There would be no fluctuations in the rate—just as there 
were no Exchange fluctuations in the period before the Currency Act 
of 1927 was put into operation—arising from day-to-day or seasonal 
variations in the conditions of supply and demand in relation to 
sterling. . . . The situation would not be similar to that of the 
Foreign Exchange markets of the world during the interval between 
the abandonment of the Gold Standard by Great Britain in 1931 

















and the adoption of the Tripartite Agreement in 1936. . . . The 
Foreign Exchange problem of Eire would be comparable with that of, 
say, Great Britain if: (a) before the war 95 per cent. of all the 
external monetary transactions of Great Britain were with asingle 
country such as the U.S.A.; (d) all monetary contracts involving 
inward or outward payments were in terms of American dollars : 
and (c) the British Exchange Equalization Fund held some 
£1,300,000,000 worth of readily realizable dollar assets. 

‘ By virtue of the existence of conditions in Eire comparable 
to the above set-up, there are overwhelming forces acting against 
even the slightest deviation of the rate with sterling from any parity 
that might be chosen. The marginal day-to-day or seasonal fluctua- 
tions in the demand for sterling in Eire are trifling in relation to the 
huge reserve supply of sterling held by the Irish banks.” 

According to the Currency Commission’s figures, the sterling 
assets of the Irish banking system at June, 1942, exceeded {£168 
millions. If we take £13 millions as Eire’s annual pre-war income 
on external investments, their market value, assuming a yield of 
4} per cent., would be well in excess of £250 millions, making Eire 
the largest creditor nation in the world on a per capita basis. Even 
if £100 millions were knocked off this figure, any practical utilization 
of these assets could only touch a small fraction of them. Thus, 
there has been since 1933 a certain drive towards the establishment 
of new industries in Eire, yet public issues by companies have totalled 
no more than £8,245,000. Even if the whole of this represented 
imports of capital goods or the purchase of externally owned 
businesses, it would be equivalent to less than 5 per cent. of the 
market value of Eire’s external assets. 

Hence a change in the rate of exchange with sterling could only 
come about through a deliberate alteration of the parity by the 
Irish monetary authorities. An appreciation of the Irish pound 
would obviously be so unpopular in its consequences as to be most 
unlikely. On the other hand, “ a devaluation of the Irish £ in terms 
of sterling would produce an almost immediate global change in the 
internal price structure in the direction of decreasing the commodity 
value of the Irish f£, and, obviously, the possibility of a future change 
in a similar direction would be present to the minds of investors. 
Thus, there would be definite national disadvantages attaching to 
the mere fact of a change in the present £ for £ rate of Exchange 
with sterling. Also sectional interests would be respectively favoured 
or aggrieved in the event of a change in the one direction or the 
other.” 

Most important of all, ‘‘ the degree of variation in the British 
price level since, say, 1927 has not been such as should demand 
a change in the parity with sterling except in the view of extreme 
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monetary purists. . Even in the event of a controlled post-war 
inflation it would be preferable to retain the parity with sterling 
if it were of the order of, say, even the inflation of the French 
currency after the last war, for no variation in the sterling rate of 
Exchange by Eire could compensate for either the repercussion on 
the export trade of a trade depression in Great Britain or a loss due 
to depreciation in the buying power of its external assets.”’ It has 
been mentioned that the Irish banks voluntarily follow changes in 
Bank of England rate. Mr. Colbert gives a detailed and very useful 
explanation of the so-called ‘ Irish Banks’ Rate.” ‘“ This rate had 
a specific application before the war and used to be kept at © per cent. 
above the Bank of England rate for all Bank of England rates up 
to 5 per cent. and at } per cent. above Bank of England rates in excess 
of 5 per cent. There was, however, no comparability in meaning as 
between the Bank of England rate and the ‘Irish Banks’ Rate, 
which meant the rate charged on: (a) Irish Trade Bills, four months 
or under ; (b) English and Scotch Trade Bills, four months or under 
(other than London ‘ Fine’ Trade Bills); (c) Overdrafts on the 
security of Government Stock, Bank’s own Stock or Shares or other 
marketable securities transferred ; (d) Overdrafts on assigned Life 
Policies within the Surrender Value of the Policies ; and (e) Collateral 
Loans on transferred marketable securities other than Government 
Stock or Bank’s own Stock or Shares. 

“ The Irish banks’ rate for overdrafts and Bills not secured as 
above comprising probably 70 per cent. of the accommodation 
extended by the Irish banks, was fixed at a minimum of 5 per cent. 
and rose to 5} per cent. when the Bank of England rate was 3 per cent. 
or 3) per cent., to 6 per cent. when the Bank of England rate was 
4 per cent. or 4} per cent., to 1} per cent. over Bank of England rates 
of 5 per cent.and 5} per cent.,and to 1 per cent. over Bank of England 
rates above 53 per cent. 

“The Irish rate for Loans on Government Stock or Bank’s own 
Stock or Shares transferred was fixed at | per cent. under ‘ Irish 
Banks’ Rate’ except for Irish Banks’ Rates of 4 per cent. to 6 per 
cent. inclusive, in which cases it was fixed at I per cent. under 
(except in the case of a Bank of England rate of 55 per cent., at which 
it was fixed at } per cent. under ‘ Irish Banks’ Rate ’). 

“ The de posit rates (subject to seven days’ notice of withdrawal) 
were also fixed in relation to ‘ Irish Banks’ Rate.’ These were divided 
into three categories : (1) deposits under £500 ; (2) deposits of £500 
and over up to £2,000; and (3) deposits of £2,000 and over The 

variations in the three corresponded generally “with variations in the 
‘ Irish Banks’ Rate,’ but for variations in that Rate above 5 per cent. 
an additional } per cent. was allowed on deposits i in category (2) over 
those in (1), while in general an additional } per cent. was allowed 
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throughout the range of rates for deposits in category (3) over those 
in category (2). 

“In recent years there has been a departure from previous 
practice in respect to the meaning of the ‘ Irish Banks’ Rate,’ and 
also in respect of the published rates for Loans on Government 
securities transferred and for deposits of {2,000 and over. On 
August 24, 1939, the Bank of England rate was raised from 2 per 
cent. to 4 per cent. ; on September 28 it was reduced to 3 per cent. 
and on October 26 to the former 2 per cent. The‘ Irish Banks’ Rate ’ 
followed suit, but on the occasion of August 24 change the rate for 
Loans on Government Stock transferred was assimilated with that 
rate. As from April 1, 1940, the meaning of the ‘ Irish Banks’ Rate ’ 
was changed. While it still applied to the categories (a) and (b) as 
set out in a preceding paragraph in this Note, it no longer applied 
to the categories (c), (d) and (e). As from the date mentioned the 
rate applicable to these categories was raised to 4 per cent., while 
the Loan rate on the security designated in category (c) was raised 
to 3} per cent. Again, the additional rate allowed on deposits of 
{2,000 and over was abolished in two successive steps of } per cent. 
each (on April r, 1940, and February 2, 1941). 

‘In the case of the proposed Irish Central Bank it is to be pre- 
sumed that rates will be fixed for advances and rediscounts. While 
rates for advances may or may not be fixed at penalising levels, it is 
hardly likely that rediscount rates will be fixed at levels other than 
such as will permit of a profit to credit institutions in the event of their 
wishing to rediscount. It would merely result in futility if the-pre-war 
Bank of England practice were followed of keeping the rediscount 
rate at a penalising level.” 


Publications Received 
“Foreign Exchange Legislation in Germany.” (Bank for inter- 
national] Settlements, Basle. Price Swiss francs 20.) 

THE latest addition to the B.I.S. series on exchange control in 
various countries deals with the German regulations. Although this 
country is now believed to have a pretty watertight system of 
exchange control, the corresponding publication dealing with the 
British regulations ran to no more than 75 pages. To cover the 
German legislation requires a volume of more than 600 pages. The 
publication is in German language only. 

“Insurance for All and Everything,” 
By Sir RonaLp Davisox. (Longmans. Price rs. 6d.) 
A PLAIN account of the Beveridge plan. 

“the Planning of Free Societies,” 

By FerpyNAND Zweic. (Martin Secker and Warburg, Ltd. 
Price 12s. 6d.) 
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A Study of World ‘Teate 


By A. J. Brown 
Fellow of All Souls, Oxford. 


G so muck that international trade statistics have been available 





so much longer, and so much more completely, than any other 

economic statistics of comparable importance, it is surprising 
that no thorough study of the web of world trade as a whole has 
hitherto been undertaken. The League of Nations, in its annual 
Review of World Trade, has gone a good way in this direction, but 
a complete study must necessarily be based on tables showing the 
trade of every country in the world with every other, expressed in 
terms of some convenient uniform currency such as the dollar— 
a substantial undertaking, which had not, until recently, been 
attempted. Partial studies which must have been based on such 
calculations have been notably the pioneer study by 
Dr. Hilgerdt, published in the Swedish periodical Jndex in August, 
1935—but the full basis has only just been made available by the 
League of Nations in its very important new publication, The Network 
of World Trade. (Allen & Unwin, 10/-) 

It would be difficult to exaggerate the importance of this publica- 
tion, or to give too much praise to the manner in which the immensely 
complicated pattern of world trade relations is expounded and 
commented on in it. It is to be hoped that the immense field for 
analysis and discussion which has been opened up in this volume 
and in its less comprehensive predecessor, Europe’s Trade, will 
eventually be worked further by their authors. In a short article 
it is impossible to give an adequate idea of the argument, which is 
itself highly condensed, and still more impossible to develop it as one 
would like. It seems most useful to select for discussion the light 
which the League’s study throws on two topics of the greatest 
importance for the future—the effect on world trade of industrializa- 
tion in countries hitherto mainly agricultural, and the nature and 
importance of multilateral exchange. 

In Europe's Trade, it was pointed out that exchange between 
industrial countries is, in Europe, very much greater in absolute 
magnitude than trade between agricultural countries, or even than 
exchange between agricultural and industrial areas. In The Network 
of Vi ‘orld Trade this “clue can be followed further. It is illuminating 
to find, for instance, that the trade between countries of Continental 
Europe—their “ inter-trade ’’—is about two-thirds of their total 
trade with all countries, while the corresponding ratio for Latin 
America is less than a fifth. The European inter-trade is over- 
whelmingly conducted between countries which are highly industrial- 
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ized—as none of the countries of Latin-America are. The suggestion 
here is obvious, but the approach does not yield any really con- 
vincing demonstration. The relative importance of an area’s external 
trade and of the inter-trade of the countries which compose it is 
dependent on the economically arbitrary factor of the number of 
countries into which it happens to be divided—and on how the 
boundaries run. To throw more light on the relation between 
economic structure and trade, it is necessary to relate the external 
trade of various areas to their national incomes, and it is to be hoped 
that the Economic Section of the League -ot Nations will some day 
turn its attention to this task, for which it is probably better fitted 
than any other body. Very roughly, however, anyone can do this 
for himself with The Network of World Trade before him and a know- 
ledge of the national incomes of the chief countries. 

The countries and other areas whose external trade bears the 
highest ratio to national income are, naturally, the most highly 
specialized—the British Dominions at the agricultural end of the 
scale and the United Kingdom at the industrial end serve to illustrate 
this. Dependence on external trade also seems to vary——the degree 
of national specialization being given—with the standard of living, 
for the poorer agricultural countries, though highly specialized in 
the sense that agriculture is overwhelmingly their most important 
occupation, have little trade in relation to their national incomes. 
Furthermore, the trade of agricultural regions tends to be mostly 
with industrial regions, while that of industrial regions is less simply 
oriented, as is shown by the examples of Latin-America and 
Continental Europe. Hence, the trade of the world radiates from 
industrial regions, for they trade with each other as well as with 
agricultural regions, while the latter trade very little with each 
other. In fact, as 7he Network of World Trade calculates, the 
industrial countries of Europe, the United States, and Japan handled 
about 89 per cent. of the goods entering into world trade. 

Industrialization of agricultural countries, therefore, will almost 
certainly increase the trade between them very greatly. Their trade 
with the older industrial countries will probably be decreased by it 
relatively to national income, but, as incomes will increase, there will 
not necessarily be an absolute decrease in this trade unless the 
industrialization is carried out on far more autarkic lines than have 
been followed in the past. 

The second of the topics which specially call for discussion—the 
pattern and the importance of multilateral trade—is one with regard 
to which The Network of World Trade has more to say. The reason 
why multilateral trade exists is that the diversity of resources is not 
two-sided, but many-sided ; most countries, especially those with 
high standards of living, buy a very great variety of products from 
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all over the world ; the advantage of being able to secure products 
from any area w hatsoever is very obvious. If each important trading 
country is to buy from all sources, it will obviously be a miracle if 
trade happens to balance between every pair of countries. That it 
does not do so, however, is due to something more positive than the 
non-occurrence of a miracle ; it is due to the fact that some countries’ 
resources are very narrowly specialized, while those of others are very 
diverse. The United States, for instance, has very diversified 
resources which make it both capable of exporting a great variety of 
products to all parts of the world and dependent for external supplies 
chiefly on a relatively narrow range of products which it cannot 
produce within its boundaries- —notably those of tropical agriculture. 
Non-industrial countries with high standards of living tend to 
consume the same kinds of goods as Americans, but cannot supply 
Americans with much which they have not got, w hereas their products 
naturally flow to the United Kingdom and Continental Europe, 
which are relatively poor in agricultural resources. The United 
Kingdom, being a highly specialized industrial country, draws raw 
materials and foodstuffs fairly evenly from all parts of the world, 
and sells wherever manufactured goods are bought; the direction 
of her export trade, however, and that of her import trade to a smaller 
extent, have been affected by the modifications which her overseas 
loans, and the interest due on them, have made in the exchange 
situations between her and various other regions, and by the fact 
that she, as the first industrial exporter, got an early foothold in 
tropical markets for the coarse textiles and similar goods which new 
industrial countries most easily produce. Hence, the chief regions 
to which she has exported more than she has imported from them 
have, in fact, been tropical ones. 

The world-wide system of multilaterally-balancing trade which 
came into being in the last quarter of last century as a result of these 
factors is estimated to have resulted, in the late 1920's, in about 
a quarter of the world’s exports and interest bills being paid for by 
imports from countries other than those to which they went. The 
system concealed, however, an element of instability ; war-debt and 
reparation obligations, the disappearance of European overseas 
investments during the war of 1914-18, and, it may be suspected, 
industrialization in overseas countries, had tended to dry up some 
of the main streams which composed it, and had been offset only by 
United States lending to Europe and to the richer non-industrial 
countries. When this lending ceased—and when certain European 
balances abroad were withdrawn—the system was severely distorted ; 
the subsequent increase in protectionism in the United States, Britain, 
and other countries, the deliberate cultivation of bilateral trade- 
relations by Germany and other countries (including Britain), and 
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the development of more nearly closed trading groups in many 
quarters still further narrowed the main routes by which indirect 
settlements had been effected. Because many of these changes of 
trade policy were permanent, and because American and British 
lending were not resumed, the main framework of the indirect 
payments system did not regain its old importance. Nevertheless, 
the general outline of the system was the same in 1938 as it had been 
in 1928, with the sole exception that Britain’s balance of merchandise 
trade with the tropical countries had changed from an active to 
a passive one, 

Such is the brief outline of the story of multilateral settlements 
as it is told in The Network of World Trade. It is clear, however, 
that it is only part of the full story which remains to be told, because 
the pattern of trade-balances is not necessarily the same in shape 
as the pattern of international payments, of which it is part. That 
this is so, one can easily see by modifying the League of Nations’ 
tables and diagrams to make allowance for some of the most 
important “ invisible ” items of the international trade of Britain 
and the United States, which are either available in official records 
or capable of being estimated with a fair degree of precision—namely, 
American net payments or receipts on account of tourist traffic and 
other miscellaneous services, and both British and American net 
interest payments or receipts to or from the main areas of the world. 

If this is done for the year 1928, for instance, the directions of 
U.S. net payments to or from other areas are not made different 
from the directions of payments on merchandise account only (though 
their magnitudes are considerably modified) ; in the British case, 
however, one major reversal is produced—our balance of payments 
on current account with the Dominions and southern South America 
is seen to have been, not heavily passive, as the balance of trade was, 
but highly active. (We were, of course, lending quite heavily to 
those countries at that time.) Our balances of payments with 
Continental Europe and the U.S. are seen to have been less passive 
than our balances of merchandise trade only, and our active — ance 
of payments with the tropics larger than our active trade balance 
with those areas. What modifications a similar pit teenth would 
yield in the pattern of trade-balances for 1938 is rather more 
uncertain. It seems likely that the British balances of payments 
with the tropics and the temperate agricultural countries (unlike the 
corresponding balances of merchandise trade only) were still slightly 
active ; and that the American balances of payments with the main 

areas of the world were stili in the same direction as their balances 
of trade with them. It is quite clear, however, that the pattern of 
payments, like the pattern of merchandise trade balances, was very 
much nearer to balancing bilaterally between the main pairs of 
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trading areas than had been the case ten years earlier. 
One is tempted to ask how much this matters, and whether the 
extent to which international payments on current account balance 
bilaterally is a measure of the unhealthiness on the trading system. 
[t seems clear that the answer to the second part of this question is: 
‘ Not necessarily.’’ The extent to which payments would be balanced 
bilaterally between the main trading areas of the world under a 
system of perfect free trade depends on the distribution of resources. 
Of these resources, population and man-made equipment are con- 
stantly changing, the distribution of known reserves of many natural 
materials is constantly being altered through exhaustion and new 
discoveries, and changes in demand are constantly altering the 
relative importance of the various producing areas. These changes 
are as likely, in general, to increase the extent to which payments 
can be balanced bilaterally as to decrease it, and it may be suspected 
that the natural economic developments of the last generation, 
quite apart from the growth of protection and the deliberate cultiva- 
tion of bilateral settlements, have tended to make multilateral 
balancing less important. The most important of these changes has 
probably been the industrialization of the formerly agricultural 
regions—both tropical and temperate. The former have (like India 
and Brazil) begun to exploit their natural advantages for the manu- 
facture of cheap textiles, etc., which they formerly bought from 
Britain—or have bought them instead from Japan, which possesses 
the same kind of natural advantage for this type of industry. The 
latter have been pushed into industrialization largely through the 
simple circumstance that, while their resources have been expanding 
faster than those of the industrial countries, the proportion of its 
total resources which the world has needed to devote to agriculture 
to satisfy all its requirements has been decreasing. As one conse- 
quence of this industrialization, the imports of the tropics from 
Britain and of the temperate agricultural countries from the United 
States decreased. Moreover, the continued industrialization of the 
United States—or, rather, the complicated series of events which led 
to the decline of its agricultural exports—was among the factors 
which decreased its sales to Continental Europe. These changes were 
probably of primary importance in narrowing the old routes of 
multilateral settlement, yet they were not by any means unhealthy. 
The important thing about multilateral settlements is not the 
extent to which they take place, but their freedom to take place if 
required. It is the latter, not the former, which is the essential 
condition for the existence of world markets in goods and services 
and for the limitation, which the existence of a genuine world market 
ensures, of any country’s power to exploit any other through the 
terms of trade by the exercise of economic bargaining-power. 
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Changes in the proportion of the world’s payments which, in fact, 
balance bilaterally may or may not reflect changes in the extent to 
which they are constrained to do so ; what really matters is freedom 
from such constraint. 


These Cosien Clearings 


ROM the statistical point of view, the deficiencies of bank 
i. clearings are, of course, notorious. Though the combined 

total of Metropolitan, Country and Provincial clearings showed 
some correlation before the war with the movement of national 
income, the relationship was never a particularly close one, while 
movements in the overwhelmingly greater Town clearing are, of 
course, governed by the almost wholly capricious financial factor. 
There is the further difficulty that the returns of clearings are 
apparently not even made on a uniform basis as between different 
banks, while comparison of pre-war clearing figures with the war-time 
returns is vitiated by the fact that many types of instrument now 
pass through the clearing which formerly did not do so. In fact, 
one is almost forced to the conclusion that the clearing figures cannot 
be regarded as an index of anything but themselves. But when the 
figures show sweeping trends and changes of trend, it is at least 
intriguing to consider possible reasons for such movements. 

This is, in fact, the problem presented by the 1942 figures. Taken 
in the round, the statistics do not appear to possess any particular 
interest. The year’s grand total of £48,657 millions is admittedly 
a record, being 8.3 per cent. more than in the previous record year 
1929, but this sort of record can hardly be considered very sensa- 
tional in view of the intervening expansion of some 8o per cent. in 
the volume of clearing bank credit. As compared with 1941, similarly, 
the 1942 total shows an increase of 13.1 per cent., compared with 
an expansion of only 11 per cent. in the average level of clearing 
bank deposits. This indicates a slightly greater average rate of 
turnover of bank credit than in the previous year, but the disparity 
is quite slight. It is when the actual trend of clearings is considered 
month by month that the figures begin to present puzzling features. 
The movements over the five-year period 1938-1942 are clearly 
brought out in the graph opposite, which shows, first the actual 
monthly figures and, secondly, a three months’ moving average of 
these figures to give a more representative picture of the general 
trend. 

Taking the war period as a whole, there is a clearly defined upward 
trend, which is hardly unexpected in view of the continued expansion 
in national income on the one hand and the volume of credit on the 
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other hand. What are more difficult to explain are the surprisingly 
sharp fluctuations about that general upward trend. Thus, the first 
few months of the war saw an extremely sharp rise in the clearing 
figures, followed by a pronounced fall in the first half of 1940 and 
a sudden further plunge in the latter half of that year. From the 
beginning of 1941 until March, 1942, the figures show only quite 
minor fluctuations about a steadily rising trend, but the second and 
third quarters of last year saw a further sharp relapse, which was 
not completely made good in the final quarter. 

From what has already been said, it would clearly be hazardous 
in the extreme to attempt a detailed interpretation of these move- 
ments. The initial jump in the first months of the war can perhaps 
be attributed to the technical changes in the clearing itself, but for 
the rest the explanation must be sought chiefly in financial factors, 
Thus it seems reasonable to associate the very sharp drop in the 
second half of 1940 with the stagnation in security markets following 
the fall of France and to associate the persistent upward trend 
through 1941 with the gradual return of investment confidence, 
At the end of 1941, however, came the Japanese attack on Pearl 
Harbour, and the first quarter of 1942 was a period of great anxieties 
and falling security prices. Yet it was only in April, 1942, when 
Stock Exchange prices had in general already grounded, that the 
trend of clearings turned sharply downwards. Similarly, by August, 
when clearings were at far the lowest point for the year, security 
prices were already well on the road to recovery, while the volume 
of dealings had already begun the expansion which culminated in 
the boomlet of November. The figures, in other words, do not 
conform to any very obvious thesis. 

A more detailed set of question marks is thrown up by the trend 
of clearings in the eleven Provincial cities, summarized in the tables 
below. It will be seen that there have been extremely wide differences 
in the monetary experience of the various centres. For the eleven 
cities taken together, the 1942 total of £1,480 millions shows an 
increase of 17.6 per cent. on the 1938 level of £1,258 millions. Only 
four of the eleven cities show a greater proportionate rise than the 
clearing figures as a whole. Of these, the most important is 
Manchester, with an expansion of 30.8 per cent. on balance, from 
£475 millions in 1938 to £622 millions in 1942. The share of 
Manchester in the total figures has thus increased from 37.8 per cent. 
to no less than 42 per cent. of the whole. by far the most spectacular 
percentage expansion is that of bradford, whose monetary turnover 
in 1942 was more than two and a half times as great as before the 
war, though even this was lower than in 1941. One somewhat 
surprising movement, incidentally, is that in both the third and 
fourth quarters of 1942, Provincial clearings were lower on the year. 
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TURNOVER OF BANK DEPOSITS. 


Deposits Ratio Clearings to: 
Clearings Current Current Total 
Accounts Total Accounts Deposits 
£m. fm. fm. 
1928 es - 44,205 954 1,766 46 25 
1933 = -- 32,138 975 1,953 33 TO 
1938 ov .. 39,610 1,244 2,277 32 17 
1939 ah 36,642 1,252 2,248 29 16 
1940 eu : 40,019 1,457 2,500 27 Io 
Ig4I cs -- 43,051 1,835 2,979 23 14 
1942 .. 48,057 2,145 3,275 23 15 
By quarter rs :- 

1942—I +» Sees” 2,034 3,126 25 17 
II .. 45,615* 2,059 3,159 22 14 
III ..  46,053* 2192 3,399 21 14 
IV .. $5,380" 2,316t 3,505 22 15 


* Annual rate. + December estimated at £2,400 millions. 
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TREND OF PROVINCIAL CLEARINGS 
(£ millions) 

1938 1939 1940 194] 1942 

Birmingham .. .» 320.9 116.3 £2i.7 ¥i7.2 128.2 
Bradford oe ws (@8.2 51.6 g6.6 109.9 106.3 
Bristol ro ~- 65.3 70.5 95.1 105.1 101.4 
Hull .. - an 43.1 39.9 39.4 33.9 38.8 
Leeds .. rs .. 49.4 48.3 45-7 52.2 57.2 
Leicester - ve SS 36.3 39.0 42.2 43.6 
Liverpool wd s. @09.2 201.7 285.0 282.2 239.3 
Manchester .. .» 4975.6 498 .3 578.4 599.9 622.0 
Newcastle “a sa 78.1 75-4 64.2 09.2 75.7 
Nottingham .. - 25.5 23-9 21.6 re a 24.1 
Sheffield 3 ais 55-3 47.2 33.2 36.5 43.6 
Total . 1,258.3 1,269.4 1,407.9 1,470.9 1,480.2 

(1938 = 100) 

1938 193 1940 1G4! 1942 

Birmingham . .. I0070 96.3 G2.4 96.9 106.0 
Bradford = .. 100.0 125.6 235.0 267.4 258.7 
Bristol. . i .. 100.0 108.0 145.6 161.0 ° 155-3 
Hel .. ae ss 300.0 92.6 86.8 78.7 go.o 
Leeds .. ie « 200.0 97.8 92.5 105.7 115.8 
Leicester oe .. 100.0 100.3 107.7 116.6 120.4 
Liverpool - .. 100.0 97-7 106.4 105.3 89.4 
Manchester .. ~» 100.0 104.8 121.6 126.2 130.8 
Newcastle x .. 100.0 96.6 82.2 88.6 97.0 
Nottingham .. -« 100.0 93-7 84.7 &g9.0 94.5 
Sheffieldt bs -»«, 400.0 85.4 60.1* 66.1 78.9 


Total és ~« 300.0 100.9 11i.g 117.0 117.6 


* Clearing discontinued from December 13, 1940, to January 5, 1941. 
+ Area restricted, September, 1939. 


The figures of average daily clearings now cover a 74-year. period, 
starting in 1868. This long-period table strikingly brings out the 
relative decline in Stock Exchange activity compared with money 
turnover as a whole. In one year—1881—the average of {57.6 
millions on Stock Exchange settling days was almost three times 
the daily average for the year of {20.6 millions, while up to the last 
war the turnover on settling days was invariably at least double 
the general average. In 1915, the turnover on settling days actually 
fell below the daily average. And in spite of the marked expansion in 
turnover on settling days since the last war, the excess over the 
daily average has become steadily smaller. The highest settling day 
average was that of {184.9 millions in 1929, but this was only 
26 per cent. above the daily average for that year, while the average 
excess in the five years 1935-1939 was no more than 23 per cent. 
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ULSTER BANK LIMITED | 


ESTABLISHED 1836 
Affiliated to Westminster Bank Limited 





Capital Authorised and Subscribed - - - £3,000,000 

Capital Paid Up - - - £1,000,000 

Reserve Fund - - - - £1,000,000 | mieten 

Deposit, Current and other Accounts, at 

31st December, 1942- - - - - - £29,041,939 
Total Assets over £35,000,000 


COMPLETE BANKING SERVICE 


By means of its 111 Branches and 83 Sub Offices in Northern Ireland 

and Eire and through its Agents and Correspondents in all parts of 

the world the Bank offers a comprehensive service transacting every 
type of Banking business. 


HEAD OFFICE : WARING STREET, BELFAST 





THE BANK OF AUSTRALASIA 


Incorporated by Royal Charter, 1835 
Paid-up Capital - - - - - £4,500,000 
Reserve Fund - - - - - £2,500,000 
Currency Reserve - £2,000,000 
Reserve Liability of Preguisters antes the Charter £4,500,000 
£13,500,000 


COURT OF DIRECTORS : 


ANDERSON, Es . LIVING Me = Esq., D.S.O. 


F. 
HON. G EOF FREY C. “Gipss. D AVID. z ROBARTS, 
F. G. GILLIAT, Es | SIR JOHN SANDERS ON K.B.E. 


A’ 
“DMUND GODWARD, Eso. | ARTHUR WHITWORTH, Esq. 
Cc. G. HAMILTON, Ese. | 
HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 


Manager: G. C. COWAN. 


Numerous Branches threuzhout the States of VICTGRIA, NEW 

SOUTH WALES, QUEENSLAND, SOUTH AUSTRALIA, 

WESTERN AUSTRALIA, TASMANIA and the DOMINION OF 
NEW ZEALAND. 


The Bank sO facilities for the transaction of every description of Banking business in Australia 

and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters of Credit 

and Drafts, = Circular Credits and Travellers’ Cheques. Deposits received at interest for fixed 
periods on terms which may be ascertained on application. 
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Appointments & Retirements 


Barclays Bank 

Mr. G. W. T. Fuggle, an assistant general manager of Barclays 
Bank, has retired. Mr. R. G. Thornton, at present a manager of 
the Lombard Street branch, has been appointed an assistant general 
manager. 

Martins Bank 

Head Office: Mr. D. D. Lynch has been appointed assistant chief 
inspector. 
Midland Bank 

Mr. H. A. Astbury retired from the position of chief general 
manager of the Midland Bank at the end of January after more than 
50 years’ service with the bank, but retains his seat on the board. 
Mr. Astbury entered the service of the Midland Bank in 1892 and 
after holding managerial positions in various important provincial 
centres was appointed an assistant general manager in 1920, a joint 
general manager in 1924 and chief general manager in 1938, when 
he also became a director. [for many years Mr. Astbury has been 
an active member of the Council of the Institute of Bankers. 

Mr. C. T. A. Sadd, C.B.E., D.L., and Mr. G. P. A. Lederer, M.C., 
formerly assistant chief general managers, become chief general 
managers, while Mr. A. Woods, manager of New Street branch, 
Birmingham, is appointed a joint general manager. 

Mr. Sadd joined the bank’s service in 1898 and after being 
manager of the Brighton branch and of the Leicester branch, became 
an assistant general manager in 1933, a joint general manager in 
1936, deputy assistant chief general manager in 1938, and an assistant 
chief general manager in 1941. He was a member of the Royal 
Commission on Workmen’s Compensation in 1938, in which year he 
received the order of C.B.E., and in 1942 was appointed a Deputy 
Lieutenant for the County of London. Mr. Sadd is honorary treasurer 
of the Lawn Tennis Association of Great Britain. Mr. Lederer 
entered the service of the bank in 1899 and was appointed assistant 
manager at the Dale Street branch, Liverpool, in 1g1r. Ten years 
later, he was appointed assistant manager of the Threadneedle 
Street branch, becoming an assistant general manager in 1926, a 
joint general manager in 1929, and an assistant chief general manager 
in 1938. Both Mr. Sadd and Mr. Lederer served with distinction 
in the war of 1914-18. 

The directors have elected Mr. Robert L. Angus, D.L., a director 
of the Clydesdale Bank, to a seat at their board. 


Yorkshire Penny Bank 
Lord Balfour of Burleigh, a director of the District Bank, has been 
appointed a director of the Yorkshire Penny Bank. 
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BELGIAN CONGO: 
A Financial and Economic Survey 








The Belgian Congo in Wartime 
By J. Jennen 


(Consul General for Belgium and Economic Adviser to the Minsstry 
of Colontes) 


ECAUSE the Belgian Congo lies in the heart of Africa, many 
people still think it is a country of impenetrable jungle inhabited 
by natives and wild beasts. In reality, it is nothing of the 

kind. Fifty years of constructive Belgian occupation have made it 
a land of real economic value endowed with modern means of 
communication and penetrated by civilization even to its most 
remote corners. 

To achieve this it was necessary to ensure native co-operation, 
and the latter to be effective had to be engendered in an atmosphere 
of confidence. Without hesitation, it may be said that such an 
atmosphere of confidence really exists. Native co-operation is 
voluntary and, it may be added, friendly. The native knows what 
Belgium has done for him, and he is, moreover, aware that in any 
new development his welfare is a primary consideration. This 
statement may be further supported by the important factor that 
in carrying out our system of colonization we need the native, and he, 
on the other hand, needs us. First of all, we sought, and with 
success, to eliminate the occurrence of periodical famines, and then 
to improve the hygienic conditions of local populations. To achieve 
the first objective we introduced new types of cultivation ; to achieve 
the second we introduced medical aid, periodical medical inspections 
and improvements in native dwellings. Nevertheless, the Congo 
native remains a free man, free to abandon his native customs, 
or to retain the good ones, of his own choice. 

A lengthy description of what the Belgians have done in the 
Congo would appear to be unnecessary, since in the long run it is 
only results which matter. The results are clearly apparent. We 
have to-day native hospital-attendants who can tend their fellow- 
countrymen, native employees in our companies, good workmen, 
able mechanics, artisans and railwaymen, some in charge of stations, 
others of trains. Colonial troops took part in the Abyssinian 
campaign, where they took 15,000 prisoners, including eight Italian 
generals, and are preparing to take part in other campaigns. In 
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addition, the Congo native to-day takes part in all our productive 
activity, whether in industry, agriculture or mining. 

The Belgian Congo holds a position of overwhelming importance 
among the reservoirs of raw materials which the Allies need to bring 
the war to a successful conclusion. The country enjoys the great 
advantage of having within its territories commodities whose strategic 
value has considerably increased since the Japanese invasion of the 
Far East. Hence we have before us the definite aim, the importance 
of which is appreciated by Belgian and native alike, of making good 
the losses sustained by an increase in our own production. Output 
of copper has already increased considerably, and we have now 
reached a yearly output of 165,000 tons. No less remarkable is the 
increase in our production of tin. In 1942 about 20,000 tons were 
produced, and the limit of expansion is far from having been reached. 

Apart from these metals which are essential for all armament 
production, the Congo also produces considerable quantities of 
cobalt, a rare metal found elsewhere only in Rhodesia and Canada. 
We also supply wolfram, whose importance needs no emphasis, and 
manganese, indispensable in the manufacture of steel. Our diamond 
mines are working to full capacity, no longer as a luxury industry, 
but as part of the war effort, for the diamonds, coveted by the 
Germans, are used by our workers in making special tools required 
in the construction of tanks and other armaments. Other mineral 
products, in lesser quantities, include tantalite, zinc ore and uranium. 

In agriculture, the Belgian Congo contribution is also important. 
Our colony now produces more than 80,000 tons of palm oil annually. 
The use of this oil varies with its quality. The edible kind is used 
in the manufacture of margarine, while lower grades are used in 
the United States for tempering steel plate. Palm oil is also used 
for soap and glycerine. The production of palm kernels exceeds 
70,000 tons. The exportable surplus is shipped to Great Britain, 
where it is used in the manufacture of margarine, while the by-product 
forms an excellent cattle feed. Before the war, the annual output 
of sawn timber in the Congo amounted to about 7,000 tons; this 
has gradually increased to 32,000 tons. This timber is sold in 
South Africa and in the Middle East. The increased output has 
resulted in an appreciable reduction in the demand for shipping 
space, for the countries we now supply used to depend on overseas 
sources for their timber requirements. 

In view of the rubber shortage, the Colony has done its utmost 
to raise its output of raw rubber, which by reason of pre-war competi- 
tion had fallen to some 1,200 tons annually. It was estimated 
that it should be possible to place some 1,800 tons at the disposal 
of our Allies. Exceptional efforts on the part of our colonials have, 
however, given unexpected results, and for 1942 our output of this 
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commodity, now so scarce though so essential, amounts to about 
3,000 metric tons. Still better results are expected to be attained 
in 1943 and subsequent years. 

The Congo’s annual output of some 32,000 tons of coffee is also 
in great demand for civilian consumption. Our annual output of 
16,000 tons of sugar is chiefly consumed by the military and civilian 
populations of Africa. Cotton represents another important item 
in our contribution to the common cause. We produce more than 
40,000 tons yearly, and it is needless to stress the importance of this 
commodity in the war effort. To avoid giving too long a list, just 
a few of the other agricultural products which the Congo is supplying 
in increasing quantities may be mentioned, such as pyrethrum, rice, 
cocoa, jute fibre, beans, dried peas, skins, beeswax, and quinquina 
bark. . 

It should be noted that the Congo has a number of industries 
which supply the home market, and thus help to reduce to a strict 
minimum our calls on shipping for local needs. Particular mention 
may be made of the textile industry, the factories making cement, 
rope, and jute sacks, the assembly plants, the shipyards, the tool 
shops, and mechanics’ workshops. These various undertakings are 
all directly helping in the African war effort, for they are working 
to capacity and carrying out army orders. 

In all, the Congo in its war effort places at the disposal of the 
Allies more than 600,000 tons annually of essential raw materials 
drawn from its vast territory. This figure is all the more impressive 
in view of the fact that the supplies have to travel overland, sometimes 
more than 1,000 miles, before they reach the port of loading. This 
is done entirely by our own means of inland transport, with efficient 
native help. With its 40,000 miles of roads, 4,700 miles of navigable 
waterways and 2,800 miles of railways, the Belgian Congo will not 
be wnequal to this task. 


Finances of Belgian Gongo in relation 


to War Economics 
By R. Baseleer 


(General Manager of the Banque du Congo Belge) 


HAT the Belgian Congo is financially and economically a self- 
supporting country is obvious. This is true of all colonies 
producing raw materials, planted commodities, valuable metals, 
once they have outgrown the initial period of outlay and equipment 
and are not too overburdened by European settlement, administra- 
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tive problems, or a native population in the throes of political 
puberty. Geographically, Belgian Congo is situated on a most 
convenient spot to supply commodities in keen demand when and 
where they are required and not too far off from the place of 
consumption. Relatively little shipping is needed. To the pur- 
chasing countries, therefore, the products of Belgian Congo are low 
in cost. And in this respect, it is not the payment in actual money 
that counts, but rather the payment in services, shipping, supply 
of the necessary goods, equipment and transport : ways of keeping 
river, rail and road transport running, and factories and mines 
working, plantations growing, natives provided with what they 
want in exchange for their labour, and also a few thousand whites 
in cloth and food. What Belgian Congo receives, in actual money 
in excess, the balance of trade accrues as unused balances, on which 
the Belgian and Congo Governments draw in order to finance their 
war effort. This balance of trade is and always has been favourable. 
All products of Congo are essential and urgently needed. 

Since the country became a Belgian Colony in 1908, there has 
existed the Congo franc, a currency distinct from the Pelgian franc. 
In fact, in 1909, the Banque du Congo Belge was created as a central 
bank, in charge of the issue of the Congo franc. In peace time, 
the Congo franc has always been kept at a level, at par, with the 
Belgian franc, convertible into gold, or gold exchange. Until May 10, 
1940, the Congo franc was tied to gold. During the years of war 
between 1914 and 1918, and since May, 1940, this currency assumed 
its own individuality, its independence from the Belgian franc. 
Convertibility into gold was of course stopped, for obvious reasons. 
But it was tied to sterling at a fixed middle rate of Fcs. 1763 to the £ 
This link is a war measure; most probably it was unavoidable, 
as a step to inclusion within the economic sterling system : merging 
of resources and needs. The fixed middle rate was a heavy devalua- 
tion without any economic justification. It was agreed upon in Paris 
just before the French break-down, as a levelling off between 
currencies, presumably for political reasons. 

The tale must not be written here, it interests nobody outside 
Congo. The practical aspect is still open to discussion, but not the 
results. In fact, these amounted to an additional taxation of nearly 
50 per cent. on total earnings and all monetary resources—balances, 
savings, reserves, circulating currency—of consumers, wage-earners 
generally and natives. The country has thus been in a position 
during the last two years to supply and export at a low cost price, 
consuming pre-war stocks, provisions and spares, averaging with 
the rising cost of replacement. The surpluses—as already pointed 
out—went to finance the war effort of the Belgian and Congo 
Governments, plus the whole of Belgium’s diplomatic and economic 
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administration and civil services reconstructed in England; and 
also to meet current pre-war liabilities abroad on external loans. 
These surpluses are collected either by extra export duties or by 
internal borrowing. 

Up to now this system has been workable in supplying at low 
cost. Great Britain and the United States received large quantities 
of tin, copper, oils and oil-seeds, cotton, fibres, rubber, gums, 
industrial diamonds, against a small amount of merchandise and 
goods. Belgian commercial shipping was handed over, compelling 
Congo to pay heavily for freights abroad. Nobody complains, of 
course, but it is feared that prices paid for export will no longer 
pay for rising costs of imports, plus increases in freight and insurance. 
One ton of tin, copper, oils or other products purchases actually 
much less indispensable merchandise and equipment. It is not 
sufficient to increase output, as proportionately one must get increased 
supplies, trade goods and provisions. It would not do to start with 
another devaluation ; and it is feared sometimes that our problems 
are not realized by purchasing and supplying countries, our mutual 
customers, who fix the prices they are prepared to pay. Of course, 
these problems exist or must arise between Great Britain and her 
own Colonies and Dominions. But there the purse is in common, 
and the financial problems are not easily evident. Everything in 
the Imperium is marked against the general cost of war. 

When, in June, 1940, the French débacle occurred, the Congo, 
its concerns, its financial and monetary management, were all left 
orphans. It was a hard task then that we, in the management of 
the Banque du Congo Belge both here and in London, had to face, 
to rig up an emergency head office, now permanent, in Leopoldville ; 
to keep Congo finances in international working order ; adjust the 
Congo franc to its new basis and level ; connect and reconnect new 
and severed arteries ; discover new markets for buying and selling ; 
start and maintain an exchange control without disturbing, upsetting, 
or strangling the interior market and trade. This appears in retro- 
spect a small matter, and the difficulties are in fact now overcome. 
But all problems were then new and had to be solved. The Bank 
of England was very helpful, and a provisional agreement gave us 
the needed support until, many months later, an agreement was 
reached between Governments. But the Congo never needed any 
financial help from abroad. In New York our correspondent the 
Banque Belge pour l’Etranger was invaluable in helping us and the 
Congo generally in every domain. And last, but not least, our own 
Government gave us full support and confidence. So was started 
our own actual control system centralized in our hands. As in all 
similar systems now in force everywhere, it is based on the continuous 
centralization of all resources in exchange, sterling included, and of 
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the distribution, according to essential needs. The system is entirely 
individualized here, and each transaction is separately considered. 
This is possible as all firms are known intimately and personally 
for their standing, trade, resources, regional activities and regional 
needs. Moreover, the system works on available resources in exchange 
and avoids the risk of overbuying or inflation of credit. All this 
ensures that the Belgian Congo accrues no external debts nor any 
liability it cannot meet. The control also endeavours that the 
Congo franc does not circulate abroad but is confined to strictly 
internal use between “ residents.’ 








Industrial Development of the Belgian 
Congo 
By A. Visez 
(Presideni of the Leopoldville Chamber of Commerce) 
IKE all other colonies, the Congo has gone through various 
1 phases of industrial evolution, though the Belgian Congo has 

developed much more quickly than the French, English and 
Dutch possessions in West Africa during the last two centuries. 
The industrial evolution of the Congo begins with the creation of 
the Matadi—Leopoldville railway in 1898. The first industrial 
establishments were those of the railway; later on, mining com- 
panies were organized, as well as oil refineries and saw-mills. This 
phase, which might be called the “ period of experiments,” lasted 
from 1898 to IgIg. 

A period of great industrial evolution followed, ending about 
the year 1929. During this period any producer could succeed, 
no matter what he produced, as the demand surpassed the possi- 
bilities of production. Unfortunately, in 1929 there came the crisis, 
and much Belgian capital was lost in the débacle which ended only 
in 1934. In consequence of these economic difficulties, the Belgian 
Government decided to slow down the industrialization of the 
colony, holding that it was for Belgium herself to supply the colony 
with any manufactures that were needed. This attitude cannot be 
justified, since by the terms of the Berlin pact and the convention 
of St. Germain, the duties on imports into the Congo are uniform 
for all countries, with no exception for Belgium. This made it 
impossible for Belgian industrialists to put up a struggle against 
the low-priced goods of Japanese origin. The only means of 
interesting Belgium proper economically was to create local industries 
with Belgian capital. This was carried out at a later stage and the 
favourable results induced the Belgian Government to modify its 
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policy and promote the creation of independent industries in the 
Congo territory. 

The industries in the Congo fall in three groups :— 

(i) Mining Enterprises.—These are the most important. Gold, 
copper, tin and precious metals take the first place in the economic 
life of the colony. It has, however, to be borne in mind that the 
development is limited to the extraction and does not include 
processing of the metals. 

(ii) Agricultural Industries.—These include: Palm oils and nut 
oils, cotton oils, peanut oils and as sub-product oil cake; sugar 
refineries ; breweries; flour mills for wheat, maize and manioc; 
rice plantations ; saw mills of daily growing importance ; canning 
factories ; starch factories; soap works; rope and bag factories ; 
tanneries. The manufacture of alcohol and extraction of quinine is 
projected. 

(ii) Manufacturing Industries, i.e.: Weaving, spinning, dyeing 
and finishing of cotton ; dockyards ; manufacture of articles for the 
use Of the native population; copper and cast-iron foundries ; 
oxygen and acetylene factories. 

The present war has brought a considerable increase in the 
industrialization of the Congo. Indeed, it may be asked what we 
could have done without these possessions. Transport problems 
are such that, to avoid difficulties and risks, it is in our interest to 
manufacture everything on the spot, though difficulties in supply 
often put obstacles in the way of new construction. The problem 
of the future will consist in enabling the companies established in 
the Congo to supply themselves locally as far as possible. 

One would like to have concluded this short exposition with 
some figures to show more eloquently than by words the magnificent 
industrial expansion of our colony. Unfortunately, the present 
situation precludes publication of the statistics of the principal 
industries participating in the war effort. We therefore limit ourselves 
to quoting as illustrations a comparison of production in 1939 and 
1942 in the breweries and textile industry. In the breweries of 
Leopoldville and Elisabethville, the production in 1939 was about 
45,000 hectolitres ; in 1942 it was 120,000 hectolitres. In 1939 the 
Leopoldville textile factory produced about 3,000,000 Ibs. of ginned 
cotton, equivalent to about three times that quantity of raw cotton. 
The comparable figure in 1942 was 4,000,000 lbs. In 1943, this is 
expected to increase by a further 50 per cent. 

Finally, it has to be borne in mind that the war has caused 
certain changes in our manufacturing industries and has created 
opportunities for exporting goods like sugar, beer and, in the near 
future, also textile fabrics. These exports go to the Sudan, and to 
the English and Free French Colonies in East Africa. 
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policy and promote the creation of independent industries in the 
Congo territory. 

The industries in the Congo fall in three groups :— 

(i) Mining Enterprises.—These are the most important. Gold, 
copper, tin and precious metals take the first place in the economic 
life of the colony. It has, however, to be borne in mind that the 
development is limited to the extraction and does not include 
processing of the metals. 

(ii) Agricultural Industries.—These include: Palm oils and nut 
oils, cotton oils, peanut oils and as sub-product oil cake; sugar 
refineries ; breweries; flour mills for wheat, maize and manioc; 
rice plantations ; saw mills of daily growing importance ; canning 
factories ; starch factories; soap works; rope and bag factories ; 
tanneries. The manufacture of alcohol and extraction of quinine is 
projected. 

(iii) Manufacturing Industries, i.e.: Weaving, spinning, dyeing 
and finishing of cotton ; dockyards ; manufacture of articles for the 
use Of the native population; copper and cast-iron foundries ; 
oxygen and acetylene factories. 

The present war has brought a considerable increase in the 
industrialization of the Congo. Indeed, it may be asked what we 
could have done without these possessions. Transport problems 
are such that, to avoid difficulties and risks, it is in our interest to 
manufacture everything on the spot, though difficulties in supply 
often put obstacles in the way of new construction. The problem 
of the future will consist in enabling the companies established in 
the Congo to supply themselves locally as far as possible. 

One would like to have concluded this short exposition with 
some figures to show more eloquently than by words the magnificent 
industrial expansion of our colony. Unfortunately, the present 
situation precludes publication of the statistics of the principal 
industries participating in the war effort. We therefore limit ourselves 
to quoting as illustrations a comparison of production in 1939 and 
1942 in the breweries and textile industry. In the breweries of 
Leopoldville and Elisabethville, the production in 1939 was about 
45,000 hectolitres ; in 1942 it was 120,000 hectolitres. In 1939 the 
Leopoldville textile factory produced about 3,000,000 lbs. of ginned 
cotton, equivalent to about three times that quantity of raw cotton. 
The comparable figure in 1942 was 4,000,000 lbs. In 1943, this is 
expected to increase by a further 50 per cent. 

Finally, it has to be borne in mind that the war has caused 
certain changes in our manufacturing industries and has created 
opportunities for exporting goods like sugar, beer and, in the near 
future, also textile fabrics. These exports go to the Sudan, and to 
the English and Free French Colonies in East Africa. 
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The Present Role of African Agriculture 
By Count P. de Briey 


(Of the Belgian Ministry of Colonies). 


HE evolution of the African continent is proceeding at a pace 

surprising even to its old colonials. The changes now taking 

place are of general interest, for their repercussions will be felt 
in our own countries after the war. In no other part of the world 
have there been changes comparable with those now occurring in 
the dark continent. Some of these changes were initiated some time 
before the war, but present conditions have speeded them up 
immeasurably. 

As Mr. Herbert Morrison, the Home Secretary, pointed out in 
his speech at Newcastle-on-Tyne on January 10, 1943, the original 
objects of colonization were primarily commercial: “ The main 
motive for the acquisition of many colonial territories was com- 
mercial, and commercial interests still played a part, not always 
beneficial, in their affairs.” These commercial aims were principally 
concerned with Africa’s precious minerals, in particular gold, 
diamonds and copper. In the nineteenth century, states as well as 
individuals sought to secure possession of these minerals which 
were to give them economic independence and prosperity. Powerful 
financial groups were formed to exploit these resources. Huge 
plants for the extraction and refining of the metals were set up, 
employing thousands of natives. Very soon, however, the growth 
of this big industry had to be checked in order to preserve native 
labour. 

The inhabitants of Africa are relatively few if one takes into 
account the extent of the continent and of its natural resources 
(a population of 150 millions in 30 million square km.) : and it must 
not be overlooked that much of the wealth of Africa is found in 
extremely sparsely populated regions. The African worker, moreover, 
has far less resistance than the European worker. Separated from 
his family and social circles, he pines and dies. 

The colonizing nations very soon realized that if they indulged 
in extensive exploitation of the mineral wealth and did not husband 
their resources, the country would become depopulated and their 
schemes of colonization would be ruined. It became necessary to 
introduce schemes for improvement, together with plans for the 
development of local communities. 

As Mr. Morrison rightly says, “‘ From an early stage this original 
motive (the commercial one) was, so far as official policy was 
concerned, influenced to an increasing extent by a different one, 
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a motive of duty, a sense of the job to be done for the people whom 
we found in our care and for the sake of our own self-respect. 

I want to see the adoption in a still fuller and more practical spirit 
of the principle of administering the Colonies positively for the 
benefit of their own people.” 

This new motive in colonization marked the first change in 
official policy on which all others depended. Colonization is becoming 
more and more a matter of benefit for the colonized rather than 
for the colonizer. The Atlantic Charter merely ratifies and enlarges 
on this principle which has already been recognized by most colonizing 
nations. 

This same principle leads us to some very radical conclusions, 
most of which are closely connected with the part which agriculture 
is to take in African life. 

The mining of gold, copper and diamonds, as well as of tin, 
tungsten, cobalt and radium, will doubtless continue subject to the 
necessary precautions required to protect the natives from the 
serious social and physiological dangers which threaten them. 
At the same time, however, there will no doubt be a tendency to give 
to independent native producers the place which is due to them, 
and that place is primarily in agriculture. Lord Lugard in Northern 
Nigeria, and Sir Donald Camerom in the mandated Tanganyika 
territory, set up truly native systems, based on indigenous enterprise. 
and with a system of administration suited to native mentality 
The large native coffee and cocoa plantations in the Gold Coast 
Nigeria and Tanganyika have rightly earned a good reputation in 
the colonies. Economically, these plantations represent a great 
advance, for their cost prices are much lower than those of the 
European plantations. Socially, they represent a still greater advance, 
for they mark the transition from the nomadic to the farming 
stage. Instead of gathering fortuitously, the native now reaps : 
he no longer has to search the forest to find produce to sell, but is 
an independent producer with an assured yield. 

This, of course, is not enough. Having ensured a crop, its sale 
also must be ensured. The natives have been too often subjected 
to unscrupulous exploitation ; they need to be organized in defence 
of their own interests. 

This need is met by the native co-operative societies. Before the 
co-operative societies were formed, the natives had no idea of agri- 
cultural credit, nor of any form of association enabling growers to 
insure against bad harvests, to buy seed to the best advantage, 
to construct warehouses and to establish permanent selling centres. 

In fact, the most pressing need is for the formation of organiza- 
tions in the first place to assemble the native produce by buying it 
from the different growers, and then to sell it in bulk so as to get 
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the best prices. This means that such organizations have to have 
some elementary industrial equipment such as small palm-oil presses, 
drying plant for coffee, and compressing and cutting machinery for 
rubber, etc. 

The importance of fostering small native industries and plantations 
extends far beyond the economic sphere. It averts the danger of 
the growth of a coloured proletariat at the service of private interests, 
It ensures social stability, giving adequate returns to the natives 
in their own villages, so that without leaving home they may become 
richer, more independent, and happier. 

There are, however, still more important consequences. A unifica- 
tion of conditions of life throughout the whole African continent 
tends to develop and new ties between the various parts of the 
continent are formed. The various colonial powers governing 
African possessions find themselves faced with the same social 
problems. Inspired by the same principles of justice and progress, 
they have every reason for coming to an understanding as to the 
means to be used for the development and progress of the coloured 
peoples. The colonial powers alone can carry out this development 
with speed and security. Long experience in the work of colonization 
enables them to make schemes of reform suitable for the native 
mind without running the risk of disturbing the natives by inadvisable 
or premature decisions. To go too fast in educating the natives 
might do them more harm than good. 

Agricultural development in Africa, far from causing any economic 
clashes between the various territories will result in greater inter- 
course and solidarity. Between the Union of South Africa and the 
Belgian Congo, for instance, economic ties have developed, and have 
been strengthened by increased facilities for communication. The 
Union of South Africa buys timber, cocoa and fibres from the 
Belgian Congo and sells manufactured goods in return. The difference 
in location of these two countries promises still further expansion 
of trade, for the one is in a position to manufacture the produce of 
the other. 

The Colonies which produce similar goods, such as palm oil, 
coffee and cocoa, are also, because of their low costs of production, 
in a position to develop in harmony without harmful competing, 
so long as they remain in agreement with one another. They should 
be able to reach agreements for uniform selling rates for exports 
for the whole of Africa. That would be the best means of securing 
a steady market sheltered from economic upheavals. 

In this way the revolution in economic policy referred to above 
would be effected. 

It first appeared that the rapid economic expansion which charac- 
terized the nineteenth century would bring great difficulties to the 
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Colonies, and perhaps even calamities in the social and political 
spheres. Commercial greed seemed the sole guide of the colonizing 
countries. The industrialization imposed on these new countries 
threatened to create a huge African proletariat, breaking up family 
life, emptying the homesteads, and disintegrating the native races. 
Nationalist rivalries threatened to involve the African colonies in 
savage confiict. 

We now see that something far different has happened. There 
is general recognition of the fact that there can be no good results 
from colonization unless the interests of the colonized “peoples are 
considered first. Industrialization is being counterbalanced by the 
present growth of native agriculture and the coming development of 
local industries. National interests are being deferred to the new 
needs which call for the uniting of this great continent in conformity 
with its own natural, social and geographical characteristics. 

Present prospects are no doubt as vague as those of yesterday, 
but they indicate a stage towards the world of to-morrow and so 
merit our attention. 


Transport and Communications in the 
Belgian Congo 


By M. Schmitz 
(Of the Belgian Ministry of Colontes). 


HE Belgian Congo appears on the map as a compact mass in 

the centre of Africa, with an outlet to the Atlantic consisting 

of a narrow strip of land with 48 km. of coastline. All the 
water system of the colony flows through this outlet to the sea. 

Transport in the Belgian Congo depends primarily on geographical 
factors and follows what natural facilities the country offers. The 
geographical characteristics have resulted in the maximum use being 
made of the waterways, the latter being supplemented by a railway 
system wherever the waterways are inadequate or are interrupted 
by rapids. 

The waterways and railways are in turn supplemented by the 
roads, the construction of which has been energetically pursued for 
many years throughout the territory, and by the airways which 
connect the principal centres of the Colony and link up from east 
to west and from north to south with the great trans-African air 
routes. 

Because of its system of communication by river, road, rail and 
air, developed in the first place purely for economic and peaceful 
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reasons, the Belgian Congo has by the force of events suddenly 


become a great strategic centre in the heart of Africa. Situated 
at one of the crossroads of the great international routes, it both 
supplies and serves for the passage of an incessant stream of men 
and goods, raw materials and resources of all kinds, whose value 
becomes daily greater as the fight becomes more bitter and the 
allied war effort becomes more intense. 


WATERWAYS 

In contribution to the war effort, the Congo provides in the first 
place the transport facilities of its waterways and the use of its 
harbour installations. The waterway system extends over 24,000 km., 
and consists of 2,645 km. of first-class, 9,159 km. of second-class, 
and 12,196 of third-class waterways. It includes 12,000 km. of 
canals, of which 3,125 km. are suitable for 800-ton barges. 

In 1939 the system was used by a fleet of 192,000 gross tonnage 
and 133,000 net tonnage. At present the fleets of the various 
transport companies, of which Otraco is the most important, consist 
of 1,381 steamers and barges with a total tonnage of 219,490 tons. 

The various figures given above do not include state-owned 
vessels operating on the river, its tributaries, and on the lakes. 
These vessels maintain the navigability of the waterways and 
include dredgers, pontoons, tugs, lighters, and canoes. In December, 
1940, there were 1,428 such vessels, representing 280,000 gross 
tonnage and 169,972 net tonnage. 

Since 1942 the Belgian Government and the Colonial Government, 
in complete agreement with the U.S.A. and Great Britain, are 
working to expand the capacity of river transport and of harbour 
installations at Matadi, Leopoldville, Aketi and other inland ports. 
This work forms part of an inter-Allied war-time programme. 
[mportant naval supplies, which include luminous buoys now being 
constructed for use on the lower reaches of the river, and public and 
private workshops, are all being used to carry out this war-time 
programme. 


RAILWAYS 

The Congo also brings its railway system into service for the war 
effort. It is reported that Stanley declared that without a railway 
the Congo would not be worth a penny. Belgium has given a 
magisterial reply to this statement by planning and constructing 
a railway system which, by making good the deficiencies of the water 
transport system, was to ensure the utilization of the mineral 
resources and effect a link with British East Africa, South Africa 
and Portuguese Angola. The link with the Egyptian Sudan will 
be effected in the not far distant future by the extension of the 
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Vici-Congo Railway, on one section between Aketi and the River 
Congo, and on another between Mungbere, the present terminus, 
and the Nile. 

In planning the railways there has been kept in view the relation- 
ship which they are to bear to the whole system of continental 
communication. In 1939 there were 5,000 km. of railway, of which 
the Mayumbe Railway accounted for 140 km., the Matadi—Leo 
railway 397 km., the Bécéka 2,497, the Vici-Congo 843, the Kivu 
railway 94, and variously privately-owned narrow-gauge lines 172 km. 
There was no extension of railways in 1940, except in the system 
serving the great lakes. Here the Kabalo—Kongolo line (about 
100 km.), begun in 1939, was completed in 1940, including the great 
bridge on the Lualaba. 

There are in use on the Matadi—Leo line 1,561 wagons, with a 
capacity of 15 to 20 tons, 49 carriages and 59 engines of the Mikado 
type, capable of bearing traffic of 600,000 tons (1938 figures). 

On the Aketi-Mungbere section, the Vici-Congo railway has 
17 engines and several hundreds of wagons of 10-tons capacity. 
This rolling stock is shortly to be considerably increased. The 
monthly transport capacity of this railway is at present about 
53,500 tons in both directions. 

Since 1942, in accordance with plans for increasing military 
transport through the Belgian Congo, large quantities of additional 
rolling stock, engines and wagons, as well as machinery and main- 
tenance plant, are being constructed in America and in England 
for use on the Matadi-Leo, Vici-Congo and Bécéka railways. 


ROADWAYS 

The Congo’s magnificent system of roads is also serving the war 
effort. In the Congo, as in all new countries, road development has 
either preceded or followed that of the railways according to the 
nature of the district. Roads were first developed in the eastern 
province, linking up with the central basin, which possesses many 
rivers lending themselves to a whole range of navigation. 

The main roads first followed the old caravan routes and then 
spread out over the entire colony. In 1939 there were 14,198 km. 
of main roads, 52,776 km. of local roads and 9,606 km. of private 
roads, making a total of 76,580 km., as against 70,730 km. in 1938, 
an increase of 8.3 per cent. In 1940 this was extended to 79,868 km., 
an increase of 4.3 per cent. on the 1939 figure. As in the case of the 
waterways amd railways, the roads of the Congo link up with the 
main trans-African routes on the north-east, east, south and south- 
west of the colony. 

In like measure with the water and railroad systems, the roadways 
are also being extended and improved, and bridges and roadworks 
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strengthened, especially in the Matadi-Juba area, which is to be 
increasingly used for military transport. 


Over this vast system of roadways which have been maintained, 
improved and extended both by public and private enterprise, and 
for which the requisite materials for the most modern road construc- 
tion have been used, motor transport brings an ever increasing 
quantity of tonnage to the rivers and railways. This motor transport 
consists chiefly of Ford and Chevrolet lorries of 2 to 3 tons capacity. 
In certain parts of the colony, in the east and north-east for instance, 
8}-ton lorries are used. 


AIRWAYS 

Lastly, the Congo offers to the Allied cause its air service. The 
F.P. Airways, used entirely for military purposes, one private concern 
which is rapidly growing, and the Sabena, together provide the entire 
air service within the colony ; the latter also makes a useful contri- 
bution to international air services. 


In 1939, Sabena aircraft flew 269,875 km., and carried 2,097 
passengers, 24,469 kgs. of goods, and 46,833 kgs. of mail within the 
Congo territory. In 1940, total flights reached 444,945 km., with 
3,248 passengers, 42,310 kgs. of goods, and 53,087 kgs. of, mail. 
The extension of services within the territory cover some 7,200 km. 
as the crow flies, of which 2,564 km. are on the Boma-Stanleyville 
route, 2,813 on the Stanleyville route, and 1,820 km. on the stretch 
between Leopoldville and Elizabethville. 


Since the outbreak of war, the Sabena, in co-operation with foreign 
companies, has been operating new international routes, in particular 
between Katanga and South “Africa, between the Lower Congo and 
Angola, and between Nigeria and the Egyptian Sudan. In 1940 
Sabena aeroplanes flew 140,280 km. on account of British Overseas 
Airways Corporation alone. The Sabena services are to be extended 
as and when further aircraft is received from America and England. 

Great activity is seen in the skies of the Belgian Congo. At the 
centre of the trans-continental air routes, the Congo ensures complete 
security to the many Allied aeroplanes in their flights over Central 
Africa, by reason of its geographical position, its well- -kept landing 
grounds, and the whole colonial organization for aircraft service. 


Moreover, the colony places at the disposal of the war effort, whether 


civil or military, its fine navigating and technical personnel, whose 
competence has been highly appreciated by inter-Allied authorities. 
With full freedom and sovereignty, it places at the disposal of the 
common cause in the war of liberation, not only its military and 
economic resources, but its important system of river, rail, road 
and air communications. 
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he first Public Omnibus ran on July 4, 1828, and from a newspaper 
4 of the time we read that: 


** The new vehicle called the omnibus has commenced from Paddington 
to the City. It is capable of accommodating sixteen to eighteen persons, 
all inside. It would be almost impossible to make it overturn, owing to 
the great width of the carriage. As the ride takes a long time, for the 
roads are very bad and the machines heavy, for some little time after the 
first starting light periodical reading is provided for the passengers.” 


The progress of transport has always acted as a stimulus to business 
development, and the beginning of the London Transport Service, in the 
shape of the first omnibus proved of peculiar significance to Chubb’s. 


It must be realised that until travel was speeded up, business and pro- 
fessional men mostly lived above their workrooms, but with the gradual 
migration at nightfall to the then salubrious countryside of Camberwell, 
Paddington and Kentish Town, Chubb’s security took on a dual 
responsibility, for two safes and two locks became necessary where 
one sufficed before. 


There was little comfort in the early days of the Omnibus. There may 
have been trepidation in leaving the office for home and vice versa, yet 
we hope that they took comfort in the thought as they jolted tediously 


to their destination— 


CHUBB 


THERE IS NO ‘SAFER’ PLACE 


The eleventh of a series of announcements by: 
Chubb & Son's Lock & Safe Co., Ltd., 68, St. James's Street, London, S.W./ 
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9,329,15 7 0 ¢ 
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To Interim Dividend of 9 per cent (/ess Income Tax) on the £4 Shares paid in August ias 318,194 tk oO } 
, Interim Dividend of 6} per cent (/ess Income Tax) on the £1 Shares paid in August last 70,286 9 4 
Bank Premises Reinstatement and Rebuilding Account 200,000 0 9 } 
Officers’ Pension Fund ‘ ‘ 0,900 59 90 | 
Further Dividend of 9 per cent (less eee Tax) wbtn 18 per H 
cent for the year on the £4 Shares (£1 paid up) £318,194 11 0 } 
f Further Dividend of 6} per cent (/ess Income Tax) making |2$ 
per cent for the year on the £1 Shares ; 70,286 9 4 } 
| . Balance carried forward ‘ , ‘ A . 524486 5 4 
| —_—_—— 912,967 5 8 | 
i] £1,801,448 6 0 | 
| nee eee eee nee eee eee eee eee ene ee eee ee 
AUDITORS’ REPORT TO THE MEMBERS OF WESTMINSTER BANK LTD | 
1 We have cxamined the above Balance Sheet and compared it with the Books at Lothbury, Lornbar.! Street, 
iT and Threadnee Street, nd with the Certified Returns received from the Branches. We have veriiied th 
a < d and Bills Discounted at Lothbury, Lombard Street, and Threadneedle Street. and the Cash at 
4 the Bank of En er tes We have also verified the Securities held against Money at Call and Short Notice 
i) freasury Deposit Receipts, and the Investments of the Bank. We have obtained all the information and ' 
| netions we have required, and in our opinion the Balance Sheet is properly drawn up so as to exhibit 


and correct view of the state of the Bank’s affairs, according to the best of our information and the ' 


Auditors London, 14th January 194}. 


et 


j nlanations given to us, and as shown by the Books of the Bank. 

} fURQUAND, YOUNGS, McAULIBFE & CO.) 

| KEMP, CHATTERIS & CO | Chartered | 
| PRICK, WATERHOUSE & CO } Accountants 

i STEAD, TAYLOR & STEAD 
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WESTMINSTER BANK LIMITED 





| December 31st, 1942 


ASSETS 


' ZZ 
} Coin, Bank Notes, and Balances with the Bank of England . ‘ 56,210,769 2 





wh 





Balances with, and Che —_ in course of collection on, ee aume in Great Britain 

ona Irelan ‘ é 24,987,012 0 4 

Money at call and short notice . P * ‘ ‘ ; ; . 22,474,099 8 9 

; Discounted i ; . ‘ ‘ ‘ : 4 21,750,399 16 8 

} freasury Deposit Receipts ; : 5 , ; ‘ F 124,000,000 0 0 
estrpenis at, or below, Market Value: £L s. d. 


Secures of, or guaranteed by, the British Government 
(of which £1,412,805 7s. 6d. nominal is lodged for Public 
Accounts and for the Note Issue in the Isle of Man) . 152,161,544 17 5 





| Yominion Government and British Corporation Securities 
! nd other Investments (There ts a contingent liability for 
| uncailed Camtai in respect of a portion of these Investments) 1,886,957 4 0 
154,048,502 1 § 
tyances to Customers and other Accounts ‘ 109,322,446 16 0 
Balances in Account with Subsidiary Companies 299,747 11 10 | 


———_——_———_ 109,622,194 7 10 | 


jability ot Customers tor Sang, Fadorsements, and other apnea, as 
per contra 7 13,032,344 12 6 


Shares in Subsidiury Companies (at cost, /e:s amounts written off ) 
Westminster Foreign Bank Limited: Z s. d. | 

j 

| 

| 


8,000 £20 Shares, fully paid } , 
92,000 £20 Shares, £10 paid } : ; - Leeeaee. © © 


Ulster Bank Limited: 
200,000 £15 Shares, £5 paid ; ; ; F . 1,912,500 0 0 





2,992,500 0 9 
Bank and other Premises (at cost, /es: amounts written off 4,990,065 14 10 


£534,107,887 4 9 


LOSS ACCOUNT 

















£ 8. d, | 
By Balance brought torward from 31st December, 194i ' 563,863 8 3 | 
, Profit for the year, after providing for Rebate and Taxation, and after appropriations to | 
the credit of Contingency Accounts, out of which accounts — for Bad | 
and Doubtful Debts has been made . 1,237,584 17 9 
| 
: | 
' 
| 


| ee 


£1,801,448 6 0 














STATEMENT PURSUANT TO THE COMPANIES ACT 1929 


| Directors’ Remuneration, including Income Tax, and Fees paid to them by Subsidiary Companies, amounted 
» £35,214 2s. 7d. Such of the aggregate profits of the Subs sidiary Co npar uies for the year as have been 
leciared in dividends are included in the Profit and Loss account above. The undivided balances of the profits 

f the Subsidiary Companies have beea carried forward tn the accounts of those Companies. The Auditors’ 





ted contains the following qualification: ‘No iz formation is av ilable 


report on Westminster Forcign Bank Li ; 
hes, all of which are in enemy ‘errit ry or deemed enemy territory 


n respect of the accounts of the Br 





Consequently the Balance Sheet of th ompany does not contain a complete summary of its Assets and 
i_iabilities as at 30th September, 1942 

R. EF. BECKETT CHARLES LIDBURY, Chief General Manager 

M. N. HOGG Director : 
ALDENHAM } C. GREGORY, Chef Accounta 


} London, 14th January 1943 














BARCLAYS BANK 
LIMITED 


RECORD DEPOSIT AND 
CURRENT ACCOUNT FIGURES 


LARGER NET PROFIT 


BANKS’ VITAL SERVICES TO 
THE NATION 


MR. EDWIN FISHER’S REVIEW 


HE 48th ordinary general meeting of 
Barclays Bank Limited was held at the 
Head Office of the Bank, 54; Lombard 


Street, London, E.C. ‘ 

The following is the statement by the 
Chairman, Mr. Edwin Fisher, circulated to the 
stockholders with the report and accounts for 
the year ended December 31, 1942 :— 

It is felt that, in present conditions, the pro- 
ceedings at the annual general meeting should 
again be confined to formal matters, and, 
therefore, in the same way as last year, this 
brief statement on the bank’s affairs for the 
year ended December 31 last is being circulated 
with the report and accounts in place of the 
customary address. 


on January 22 


BALANCE-SHEET ITEMS 


The total of our current, deposit, and other 
accounts has advanced to the record level of 
£720,976,569, compared with £645,185,397 at 
the close of 1941. This increase, which is in 
general conformity with the movement in the 
figures so far available of the London Clearing 
Banks as a whole, has been both actually and 
proportionately less than that which occurred 
in 1941. The position has been affected by the 
introduction of Tax Reserve Certificates, which 
were first made available in December of that 
year, and of which no less than £469,933,000 
were outstanding at the end of 1942. Moreover, 
besides subscriptions to these certificates, 
which, in effect, represent the payment of taxes 
in advance, there has been the actual increase 
in taxes paid, and these factors, together with 
Government borrowing from the public, have 
served to limit the expansion of credit resulting 
from the high level of the nation’s war expendi- 
ture. 

Our essentially liquid assets, consisting of 
cash in hand and with the Bank of England ; 
balances with other British banks and cheques 
in course of collection ; money at call and short 
notice ; bills discounted, and Treasury Deposit 
Receipts, stand at the large figure of 
£358,275,506, representing nearly 50 per cent. 
of our current, deposit, and other accounts. 
This high ratio indicates the abnormal condi- 
tions which continue to prevail. 


GROWTH OF INVESTMENTS 
The total of our investments, excluding those 
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in subsidiary banks, has risen during the yea: 
from {168,219,936 to {206,459,854 : it there- 
fore becomes the largest item of our assets 
Treasury Deposit Receipts come second at 
£191,500,000, and our advances, which used 
to head the list, have continued to decline for 
reasons which are well known and which were 
dealt with in my remarks to the stockholders 
last year. They now rank third at £169,213,319, 
compared with £174,234,477 for the end of 
1941 and a peak figure of £208,572,825 on 
June 30, 1939, and so the most remunerative 
use to which we can put our money is consider 
ably curtailed. 


At the same time our profit has increased 
as compared with 1941, for, although our net 
earnings have again been affected by the 
reduction in advances and by the added ex 
penses we have to meet, we do undoubtedly 
derive some benefit from the larger sums 
deposited with us. 

NET PROFIT AND DIVIDEND 

The net profit of the bank for the year ended 
December 31 last, after payment of all charges 
and after making provision for all bad and 
doubtful debts and = for  contingencie: 
amounted to £1,529,743 17s. 7d., which com 
pares with the figure of £1,353,302 123s. 3d. for 
the year 1941. The sum of £508,538 17s. 5¢ 
was brought ferward from December 31, 194}, 
making a total to be dealt with of {2,038,282 
15s. As will be seen from the report, the 
directors have allocated from the profit f 
the year £250,000 to contingency account, 
£100,000 to premises reserve account (fo: 
deferred repairs and_ reinstatement), and 
£100,000 to the staff widows’ fund. 


Interim dividends at the rates of 5 per cent 
on the ‘‘A”’ stock and 7 per cent. on the 
‘B” stock and ‘‘C”’ stock, less income-tax 
in each case, were paid on August 8 last, 
amounting to £520,734 os. 8d. The directors 
now recommend the payment of final dividends 
of 5 per cent., making to per cent. for the year, 
on the ‘‘A”’ stock and 7 per cent., making 
14 per cent. for the year, on the “‘ B”’ stock 
and ‘‘C”’ stock, less income-tax, involving 
a sum of £520,734 os. 8d. and leaving a balance 
of £546,814 13s. 8d. to be carried forward 
I hope that stockholders will agree that, in al! 
the circumstances, the results shown are 
satisfactory 


The allocation to the premises reserve 
account, which was inaugurated a year ago, 
is a measure of prudence which we feel is 
incumbent upon us in present conditions when 
the repairs and renewals which can be carried 
out are confined to bare essentials. The sus 
pension of our normal programme of main 
tenance involves a large and growing accumula 
tion of work which will have to be undertaken 
and paid for after the war, and I am sure that 
stockholders will support the view that we 
should make appropriate provision for this 
purpose out of our profit for the years in which 
the accumulation is taking place. 


oo eee ee ee rae 
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BANKS’ SERVICES NOT ALWAYS 
RECOGNIZED 

There are indications at times that the part 
played by the banks in the national effort and 
the services afforded by them to the com- 
munity do not always receive the recognition 
they deserve. The extent of the banks’ parti- 

ipation in financing the Government is well 
known, but it is not out of place to draw 
ittention to the manner in which they have 
met the changing needs of the nation and have 
sustained the spirit of service through all the 
vicissitudes arising out of the war. In some 
directions the work of the banks has decreased 
m account of war conditions. There has been 
the shrinkage in the volume of loans and the 
decline in foreign and Stock Exchange business. 

In other directions, however, the work has 
expanded. There have been the problems of 
edistribution entailed by transfers of popula- 
tion and businesses, while, speaking for our- 
elves, the rise in bank deposits has been 
iccompanied by a growth in the number of 
current accounts, which has maintained an 
ilmost continuous increase month by month 

a good index of the growing appreciation of 
the facilities whith the bank has to offer and 
velcome evidence of the extension of the 
banking habit. The banks have shouldered 
ew duties and responsibilities. 

Much detail work has been brought about 
by Government regulations, while the banking 
arrangements made available to His Majesty’s 
Forces, the Allied Forces, and also to Govern- 
ment Departments have been considerable. 
[n June last the extra duty of handling clothing 
coupons on behalf of the Board of Trade was 
readily undertaken. It is unnecessary for me 
to dwell upon the magnitude of this task, but it 
is agreed on all sides that the system has worked 
easily and well. 


WAR-TIME TASKS AND 
RESPONSIBILITIES 


In their evidence before the Kennet Com- 
mittee, which investigated the possibilities of 
the release of man-power in banking and allied 
businesses, the banks gave a comprehensive 
and detailed picture of their war-time tasks and 
responsibilities. They were glad to be able to 
avail themselves of this opportunity, since it is 
well that the measure of the services which they 
render in war-time should be made known and 
understood. It is a matter for no little satis- 
‘action to learn that the Committee have been 
struck by the eagerness of the banks to con- 
tribute their utmost to national requirements. 

As will be seen from the directors’ report, 
we have released 5,939 of our pre-war staff to 
His Majesty’s Forces or for other full-time 
national service and it is perhaps worth 
bserving that 531 of our branches have been 
closed, although many of these were compara- 
tively small offices. The figures I have given 
vill afford an indication of the measures already 
‘dopted, and we are taking further steps to 
meet the wish of the Kennet Committee that 
the process of concentration shall continue 


wherever it will be productive of true economy 
in man-power. 


MAINTENANCE OF STABILITY 


The greatest service of all, however—apt to 
be forgotten perhaps because it is taken for 
granted—is the maintenance of stability in the 
British banking system in war and in peace, 
in good times and in bad. The untold benefit 
to the public of sound banking can better be 
realized when we consider that the British 
experience has been by no means common to 
all countries. The banks here have probably 
been able to act with greater freedom from 
legislative restraint and control than has been 
the case elsewhere. They have therefore 
retained liberty of judgment and initiative and, 
consequently, a ready adaptability which, 
I am convinced, coupled with their steadfast 
policy of keeping well in mind their duty to 
the public, is the genesis of their success. 

Barclays Bank (Dominion, Colonial and 
Overseas) issued its chairman’s statement to 
the stockholders in December and Sir John 
Caulcutt was able to tell them of the increasing 
usefulness of their bank to the common cause. 
It is perhaps right, however, that the stock- 
holders of Barclays Bank should hear from me 
how much we value the work done by our 
associated company, wide in its scope and 
carried out with such efficiency and purpose. 
You know the territories which it serves and, 
with its branches in South Africa, the Medi- 
terranean, Egypt, Palestine, the Sudan, Eritrea, 
Ethiopia, East and West Africa, and elsewhere, 
it is easy to imagine the importance of the 
part it has to play and the contribution which 
it can and does make to the arrangements, 
commercial and financial, in those places. 


VISITS TO BRANCHES 


The general managers regard as one of their 
essential duties periodical visits in the provinces 
to the local head offices and to the branches 
under their control, and both the deputy 
chairman and I derive great benefit and no 
little pleasure from adopting a similar course 
whenever occasion offers. The personal contact 
established, with the opportunity gained for an 
exchange of views on the spot, is invaluable. 


STERN TASK AHEAD 


We must harbour no illusions as to the stern 
task which confronts the country now and 
that which will confront it after the war. The 
basis of recovery must be hard work and self- 
denial, and to both of these we have become 
accustomed. The vital importance to this 
country of exports needs no emphasis from 
me. The provision and exchange of goods 
and services on the greatest possible scale is 
at the core of the multifarious problems that 
will face us in the future, and our aim must be 
to restore to their context in world economy 
those manifold services which we can so readily 
provide and those types of goods which demand 
attention abroad by reason of their quality, 
workmanship and price. 
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DISTRICT BANK 
LIMITED 


FURTHER EXPANSION OF BUSINESS 
LARGER RESOURCES 


NOTON BARCLAY ON THE 
BEVERIDGE SCHEME 
HE One Hundred and Thirteenth Annual 
Meeting of the District Bank Limited 
was held on January 29 at the Head 
Office, Spring Gardens, Manchester 
The following statement by the Chairman, 
Sir R. Noton Barclay, has been circulated to 
the shareholders with the report and accounts : 
I am following my war-time practice of 
circulating to shareholders, in the form of a 
printed statement, my observations on the 
report and balance-sheet, as well as on more 
general affairs 
Some end-of-the-year changes have taken 
place among the bank’s principal executive 
officers Mr. George C. Sumner, the last 
general manager of the County Bank, and, 
since the merger, one of our joint general 
managers, has retired on pension. We extend 
to him our best wishes for good health and 
all happiness in the future. Mr. Albert Dunn, 
who before the amalgamation, was assistant 
to Mr. Sumner, has been appointed an assistant 
general manager. 


SIR R. 


DRAIN ON THE STAFF 


As was to be expected, another year of war 
has drawn heavily on our staff, not only in 
numbers but in experience, as the older men 
are called up for active service. Inevitably, 
as increased numbers of our men are involved 
in the greater dangers of war, casualties mount 
up, and we grieve that 24 are reported to have 
lost their live 11 to be missing, and 12 to be 
prisoners of war. 

We are proud that some members of the 
staff have earned distinction for gallantry in 
action, although unhappily this has not been 
without loss of life. I know that you will 
share my feelings of profound appreciation of 
so much courage and sacrifice. Our deepest 
sympathy is tendered to the many relatives 
and friends who, of necessity, suffer anxiety 
and sorrow. 

ECONOMY 


FAR-REACHING MEASURES 


In anticipation of the contraction which has 
occurred in our experienced personnel over the 
past twelve months, we adopted far-reaching 
measures to economize in labour. This has 
been achieved by the fullest possible utilization 
of effort in everyday work, by strictly confining 
activities to essential duties, by longer working 
hours, and the more intensive training of 
entrants. The task has not been easy, espe- 
cially as war-time demands on banking involve 
us in much intricate procedure 

Of necessity, therefore, but fortunately with 


the kind understanding and 


tolerance of 
customers, we have had no option but to curtail 
certain normal facilities by continuing to close 
some offices and by limiting hours of business 


at others. Actually many steps we had alread 
taken have anticipated the recommendations 
of the Kennet Committce. To adopt the 
further suggestions of this committee wil! 
obviously present difficulties, but we shall, of 
course, do what is expected of us in the furthe: 
release of manpower. 

Our officials and staff are involved in much 
careful planning which, with the growing strain 
of their daily work, is a matter of no smal! 
consideration, particularly as they are already 
burdened with many war-time responsibilitie 
such as the necessary protection of our premise 
as firewatchers and other Civil Defence task 
Their whole-hearted support has brought u 
through the past year with most satisfactor 
results, and I am pleased once more to expres 
warm appreciation of their loyalty and dev 
tion to arduous duties. As a practical toker 
of this appreciation the board granted to th 
staff a special bonus which was distributed last 
month. 

THE BALANCE-SHEET 


3ank figures generally have increased con 
siderably over the past 12 months. Our ow 
deposits show an expansion at £145,967,000 
and a satisfactory increase in the number of! 
our customers continues. 

The assets side of our balance-sheet gives 
evidence of the extent to which the bank 
provides financial assistance to the Govern 
ment. Over the period of 12 months there has 
been a marked rearrangement of our principa! 
assets. Holdings of Treasury Deposit Receipts 
have increased, and at £36,000,000 they ar 
the second largest item, while advances, stil! 
third, are nearly £24,250,000, showing litt 
change against 1941, although the average fo 
the past year has run at a lower level. A larg: 
portion of them is to enable customers t 
execute Government contracts 

Our investments have been augmented unti 
they now stand at a total of £52,787,000. Her 
is evidence of an increasing flow of our fund. 
to the Government for use in its present 
urgent need, and beyond this, by lending ou 
resources to the State in Treasury Bills and 1 
Treasury Deposits, we further facilitate the 
participation of the Government in financin; 
war-time output. Finally, it may be remarked 
that part of our cash represented by balance 
at the Bank of England is directed to Govern 
ment use, since the greater portion of the 
assets of the Central Bank consists of Govern 
ment securities. 

From this is will be seen that practically al! 
our resources are directed to the war effort 
and we play a full part in the great objective 
to which the country is committed. 

NET PROFIT 

There has been much speculation in the Pres 
and elsewhere as to why the banks have not 
hitherto been liable to Excess Profits Tax in 
view of their greatly increased resources. While 
it is true that the expansion improves the gross 
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earning power of the banks, insufficient weight 
is given, in comparison with the E.P.T. 
standard years, to various factors offsetting 
that gain. The following are points which 
materially affect the position :— 

(a) Interest is generally paid by the banks 
on the increased resources. 

(b) A considerable increase in expenses. 

(c) An increase in liquid resources, which are 
now about 50 per cent. of the liabilities 
of banks to their customers as against 
approximately 30 per cent. (the differ- 
ence is represented by short loans to the 
Government on Treasury Deposit Re- 
ceipts at 1} per cent., money which, 
under other circumstances, would be 
employed in loans to customers or in 
investments yielding higher returns). 

(d) The income from advances is less as a 
result of the decline in their volume. 

(e) The reduction of interest on numerous 
investments, due to repayment and re- 
investment of the proceeds at current 
lower yields or to conversion at lesser 
rates of interest—e.g., Four-and-a- Half 
per Cent. Conversion Loan (into a 2 per 
cent. issue), Dominion, Colonial, Cor- 
poration and other securities of a 
similar class. 

USE OF LARGER RESOURCES 

On broad lines the position is that our 
income has been more than sustained by the 
use of the larger resources at our disposal and 
the progressive expansion of our business, 
although the average yield per cent. on our 
total assets has declined. 

The net profit for last year was £421,749 
and, in accordance with our invariable custom, 
was arrived at after fully providing for all bad 
and doubtful debts and for taxation and con- 
tingencies. With the sum brought forward 
from the previous account we have a total of 
£737,091 available. Appropriations were 
{100,000 to pensions and annuities fund and 
{60,000 to bank property account, and divi- 
dends, being distributed at the same rates as 
in 1941, absorb £259,673 leaving a sum to 
be carried forward of £318,018. 

THE BEVERIDGE PLAN 

For the moment everything must, of course, 
be subordinated to gaining victory, and con- 
sequently some would suggest that it is waste 

f time and energy to start planning now for 
the post-war years. It would, however, be a 
calamity if the conclusion of hostilities should 
find us without a clearly defined programme 
for the changed world which will emerge. 
Hence Sir William Beveridge’s recent great 
scheme for a Ministry of Social Security is 
velcome, if only as an indication of the 
Government’s determination to take active 
teps in this direction 

The possible effects of this 
adopted, upon the future economi 
this country are much discussed at the present 
time, and, whilst the gre majority must 
gree with its objects, it naturally raises many 
questions in people’s minds. I, therefore, think 
t appropriate to refer briefly to one or two of 
these 


scheme, if 


welfare of 





PROBLEMATICAL COST 

Firstly, can we carry the financial burden 
which the scheme would involve ? What the 
real additional cost would be it is difficult to 
estimate. There are even those who calculate 
that the over-all cost to the nation would not 
exceed the present actual outlay. Be that as 
it may, it must, of course, be borne in mind 
that the benefits mentioned are only tentative 
Even on the figures suggested, however, 
I think the actual additional burden would not 
really prove as heavy as may appear on the 
surface. 

To a large extent the nation is already 
carrying that burden, if not directly, then in 
directly and perhaps in a more costly manner 
through the social services now ministering to 
those who suffer from the lack of proper pro 
vision. Regarded from this aspect, is it not 
largely a case of rationalizing a financial burden 
which already exists ? 

QUESTION OF UNEMPLOYMENT 

Another point relates to one of the hypo 
theses upon which the scheme is based, the 
all-important assumption that there shall be 
no mass unemployment such as was ex 
perienced after the last war. If such unem- 
ployment is to be avoided no effort should be 
spared to retain our export trade, which, as 
Sir William Beveridge says in his report, is so 
essential to Britain in providing payment for 
her raw materials. In the earlier days of the 
war the authorities were very anxious to 
encourage exports in order to find exchange 
wherewith to purchase the necessary supplies 
from abroad. 

Since the institution of Lend-Lease, how- 
ever, the Government has not the same direct 
interest in preserving overseas outlets through 
which hitherto a large volume of British manu 
factures has passed. For instance, some ot 
these are to-day entirely closed to the textile 
trade owing to lack of either or both quotas 
and export licences. On the other hand, some 
markets are still fairly well supplied with ou 
products. 

Recalling our bitter experience after the last 
war, wherein we found difficulty in regaining 
markets once lost to us, could there not now 
be a more even distribution to safeguard ow 
re-entry into such markets ? Obviously, every 
thing at present must be subject to the exigen 
cies of war, but we must not close our eyes 
to the ultimate vital need for these outlets if 
victory is to ensure the well-being and social 
betterment of this country 


NEED FOR COLLABORATION 

With proper organization of employment 
future planning should achieve a more equal 
distribution of purchasing power amongst 
consumers, and this, with control of exchange 
(at any rate in the early post-war years, so 
as to facilitate the free flow of goods between 
producer and consumer), should largely help to 
bring about the fullest collaboration between 
all nations in the economic field, with the 
object of securing for all improved labou 
standards, economic advancement, and social 
security, as forecast in the Atlantic Charter 
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LLOYDS BANK 
LIMITED 

BE LIEFS REGARDING 
PROFITS 


MISTAKEN 
BANK 


LOW INTEREST ON INVESTMENTS 


DEPRECIATION PROVISION AND E.P.T. 


LORD WARDINGTON’S VIEWS 





HE Annual General Meeting of Lloyds 
I Bank Limited was held on January 29, 
at 71, Lombard Street, London, E.C. 
The following is the address of the Chairman 
of the Bank, the Rt. Hon. Lord Wardington, 
which would normally have been delivered 
at the annual general meeting, but was, as 
last year, posted to the members with the 
unnual report and balance-sheet on January 21, 
in order to shorten the business of the 
meeting :— 


My lords, ladies, and gentlemen,—In the 
examination of our accounts you will find a 
continuation of the same tendencies which 
prevailed last year. Our deposits have reached 
further records by their increase of £65,000,000 
«luring the 12 months, while our advances have 
decreased by £8,000,000. You will notice also 
an increase in our investments of £30,500,000, 
in our Treasury Deposit Receipts of {14,500,000 
and in our Treasury Bills of £14,000,000. Thus, 
after allowing for an increase of £7,500,000 in 
items in transit and cheques in course of 
collection, the whole of our fresh deposits have 
been loaned to the Government. 


This tendency for deposits to increase, which 
ty always to be seen during a period of heavy 
borrowing by the Government and particularly 
noticeable during a time of war, has given rise 
to more than usual discussion amongst those 
who beljeve that it is the result of action by 
the banks, and without cost to themselves, 
and that therefore the resultant investment in 
Government securities should not yield them 
any interest, or at best a nominal amount. 


NATURE OF BANK CREDITS 

Che money which banks receive from their 
depositors must be employed in some direction 
or other, and what better method can be 
suggested in the war conditions of to-day than 
by lending it to the Government ? To try and 
draw distinctions between one deposit and 
another, and to suggest that one is money 
belonging to a depositor, and another is self- 
created by banks and ought therefore to be 
treated differently, and that, if invested, the 


bank should not receive the interest appro- 
priate to that investment, is surely a fantas- 
tically erroneous idea. 


All deposits are the property of the de- 
positors and all investments should, in fair- 
ness, pay the same return to their respective 
owners, whether they are banks or any other 
member of the public. The whole subject of 
the “‘ creation of credit,’’ which admittedly can 
be made to appear very confusing, has been 
admirably dealt with by Mr. McKenna in the 
very lucid pamphlet ‘“‘ What is Banking?” 
which he has recently published. I would 
recommend a study of it to those who find a 
difficulty in understanding the true nature of 
bank credits. 


YIELD ON GOVERNMENT SECURITIES 


When we come to our profit we find another 
refutation of a belief not uncommonly held. 
It is perhaps not unnatural to conclude that, 
with such a large increase to our total resources, 
a corresponding increase to our profits would 
result. This, however, is not the case. Our 
net profit of £1,364,081 is an increase of £89,882 
compared with 1941, but is less than it was 
in 1940, and still less than in 1939. As I have 
already pointed out, the whole of our addi- 
tional deposits has been invested in Govern- 
ment securities, yielding on an average, after 
allowance has been made for 10 per cent. 
held in cash, only 1} per cent. 


On the other hand, there is additional interest 
to our customers on these extra deposits to be 
allowed for, and the reduction of advances 
lessens our interest earnings, while heavier pay- 
ments to our staff, due to the grant-in-aid and 
to the more recent special bonus, and to the 
fact that many more members have been called 
up and are still having their pay made up to 
their former salary, with the added burden of 
the salaries of the new staff, account for a 
further increase in our expenses. When, in 
addition, allowance is made for increases in 
sundry other expenses and for diminution in 
other earnings, such as foreign exchange 
business, it is easy to see why our profit is no 
more than it is. 


ALLOCATIONS 


It may be of interest to members to see at a 
glance how our profit has been allocated. Out 
of every pound earned by the bank in 1942, 
went by way of interest to our 
current, deposit, and savings bank 
customers, 
went to salaries, pensions, and 
staff funds, leaving a balance of 
only 
to cover all other expenses, pro- 
vision for bad debts, income-tax, 
dividend, and allocations. 
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DEFERRED REPAIRS AND UPKEEP 


It only remains for me to add that out of our 
available balance of {1,892,705 we have placed 
{100,000 to our general contingencies account 
ynd set aside £350,000 to a separate war con- 
tingencies fund. It is obvious that in the tran- 
sition from war to peace the bank will be faced 
with a number of special non-recurring items 
of expenditure, for which it will be wise to 
make some provision. I need only instance, 
as an example, deferred repairs and upkeep of 
our premises. 


There will be undoubtedly, a somewhat 
heavy bill to meet in this connexion as soon 
as war-time restrictions are removed. Other 
special expenses will occur, and we should like 
io feel that we had a reserve which will help 
is in meeting these without allowing the burden 
to fall too heavily upon our profit and loss 
account in any particular year. After making 
these two allocations there remains a balance 
which enables us to recommend the payment 
of our usual dividend and carry forward the 
slightly reduced sum of £524,745. 


COMPUTATION . OF PROFITS 


What I have said earlier gives a simple 
explanation why bank profits have not risen 
proportionately to the increase in deposits 
ind to the consequent addition to assets. 
Incidentally, it throws some light on the 
question of liability to Fxcess Profits Tax. 
[t does not, however, satisfy those who take 
the published profits of the last few years, and, 
ifter adding back income tax find that the 
gross figures do show a considerable increase 
over previous years. It is, perhaps, not 
unnatural that they should conclude that this 
is another instance of the ‘‘ mystery’’ in 
which bankers are accused of wrapping up 
their industry. The explanation, however, 
is, though slightly complicated, perfectly 
intelligible. 


GUIDING PRINCIPLES 


some years ago, in my address to members, 
| endeavoured in general terms to explain the 
principles which guided us in making up our 
innual profit and loss account. Perhaps it 
may be helpful at this juncture to repeat what 
{ said on that occasion, and to preface my 
remarks with a quotation from a recent pro- 
uouncement of the Institute of Chartered 
Accountants. ‘‘ The prescribed method of 
computing profits for taxation purposes dis- 
allows many important items which are neces- 
ary deductions in arriving at profits.”’ 


If this fact is understvod it is easy to see 
how inevitable it is that the published figures 
may differ widely from those approved by the 
inland Revenue authorities, and provide no 
clue to the question whether liability for 


Excess Profits Tax has been incurred. The 
loss or gain arising either from the sale of 
investments, or the allocations to, or recoveries 
from, bad debts, come under the category of 
those sums which must be included in a state 
ment required for the purpose of computing 
income-tax, but they do not necessarily come 
into our published profits. 


It is apparent, therefore, that if the standard 
year for Excess Profits Tax was fortunate in 
these respects, no tax would be payable in an 
accounting period which had not enjoyed 
similar advantages, although there might be 
nothing in an examination of the published 
profits of these years to lead to such a con- 
clusion. In our case the profits of the standard 
year for Excess Profits Tax was not unfavour- 
able, owing principally to the fact that larger 
profits than usual were made from the sale of 
investments. 


DEPRECIATION OF INVESTMENTS 


Again, it is obvious that if in any year a 
paper depreciation of our investments, as 
distinct from an actual realized loss, has been 
incurred, some provision must be made for it, 
either out of reserves or from profits, though 
for the purposes of taxation no such deduction 
from profits is allowed. If, therefore, full provi- 
sion for such depreciation were debited to our 
profit and loss account for the year it would 
have to be written back for purposes of Excess 
Profits Tax and would be misleading when 
comparing such a year with others which do 
not call for similar provision. 


There have been years in which the depre- 
ciation of our investments has called for the 
provision either from profits or reserves of an 
amount equal to 18.9 per cent. of our earnings, 
while in other years the actual sale of invest- 
ments has yielded a surplus available, tech- 
nically, to be brought into profit or added to 
reserve, equal to 16.7 per cent. of our earnings. 
It is not always easy to decide whether any 
item in a particular year is likely to be of a 
recurring nature, and therefore to be reasonably 
included in our profit and loss, or whether, 
on the other hand, it would be wiser to con- 
sider it as exceptional and more suitable to be 
placed to reserve for contingencies in a less 
favourable year. 


All these, and many other factors, make a 
scientifically accurate comparison of profits 
one year with another a matter of considerable 
difficulty. To show these differences year after 
year by a closely detailed analysis of our profit 
and loss would be impracticable in any state- 
ment short enough to be intelligible. The whole 
matter seems to resolve itself into a question 
of sound banking judgment. Our aim is to 
present figures to you which, having regard to 
all the circumstances of the time and possible 
contingencies in the future, constitute a reason- 
able comparison one year with another. 
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MARTINS BANK 


INCREASED TURNOVER 


HELP TO WAR CONTRACTORS 


UNSURPASSED BANKING SYSTEM 





MR. F. A. BATES ANSWERS CRITICISMS 
R. FREDERICK ALAN BATES, chair- 
man, has issued to members of Martins 
Bank Limited, along with the report 
and accounts submitted to the 112th annual 
meeting on January 26, the following statement 
eviewing operations in 1942 
Since my last annual statement there have 
been changes upon our Manchester board. 
Lord Colwyn, wishing to curtail some of his 
activities, has resigned from that board, of 
vhich he had been chairman since the amal- 
amation of the Lancashire & Yorkshire Bank 
vith Martins. I am glad to say he is retaining 
is deputy chairmanship of the general board, 
o that his ripe experience will still be available 
us. He has been succeeded in Manchester 
as chairman by Sir William Clare Lees, Bart. 
During the year Mr. Angus D. Campbell was 
elected to the Manchester board and as he 
brings with him wide commercial knowledge 
is collaboration is highly valued. 


FEATURES OF YEAR’S FIGURES 
The balance sheet for the year 1942 again 
ears the impress of the change-over from the 

world wide trading of peace to the concentrated 
nd specialized production for total war. From 
these wartime changes arise the three most 
features of the year’s figures. 
deposits have increased by 
Treasu receipts are 
18,500,000 more ; to customers 
re down by /£3,6079,000 notwithstanding that 
bank is piving ¢ 
o contractors engaged on war work in order 
» stimulate production. In striking fashion 
hese three features reflect the dormant state 
crafts and industries of peace, 
untry with 


oteworthy 
ustomers’ 





9,736,000 ; deposit 


nd advance 


he reat help in many directions 


of the arts, 
hile the 
nited will is bent towards victory in wart 


whole effort of the c 

With regard to the increase in deposits, it 
vill be noted that this is much less than in 1941, 
forecast in my last statement, 





mainly due as | 


to large sums being withdrawn by customers 


for the purpose of taking up tax reserve 
ertilicates 

To a great extent, the k of the more 
emuncrative outlet for our funds by way of 
ulvances to customers has been offset by the 


aepo 1t resources in 
Treasury deposit receipts (£46,500,000 at the 
date of the balance sheet) and in investment in 


Government loans (/54,128,000), but the small 


employment of large 


led with increasing 
hit being 


margin of profit earned, cou; 
expenses, has resulted in the net pi 


some {10,613 less than last year. Excess profits 
are not being made by the bank out of the war 
In point of fact, if they were excessive the 
appropriate amount would be transferred t. 
the Government by the operation of the exces 

profits tax. 


RESERVE STRENGTH 

The net profit is £576,634, a moderate figur: 
considering the large assets employed, namely 
£183,500,000. With £373,015 brought forwari 
from last year’s accounts, there is a disposabk 
sum of £949,649. After paying the two divi 
dends of 74 per cent. each less tax, costin; 
£312,003 net, we shall have a balance o 
£637,046. 

This year we have placed £100,000 to ow 
published reserve bringing that fund to 
£3,700,000, and have added {£50,000 to 
pensions reserve fund. A sum of £100,000 ha 
been transferred to reserve for future contin 
gencies, where it is available to meet any o: 
those requirements that experience teaches us 
should not be overlooked in an emergency suc! 
as that through which we are passing. The 
bank’s reserves are the outcome of more tha: 
a century’s trading and, being typical of the 
system of British banking illustrate why that 
system, with its other traditional methods, is 
unsurpassed. These accumulated reserves are 
not more than prudence dictates as_ being 
adequate to maintain the high standard set 
by our banks. £387,646 is carried forward t« 
next account, an increase of £14,631 on last 
year. 

The balance sheet shows a high state o! 
liquidity. Cash items which comprise cash 
and balances with other banks, market money 
Treasury bills and Treasury deposit receipts 
total £82,230,000, that is 49 per cent. ¢ 
deposits. This liquidity, higher now than 
normal times, is another factor in limitin: 
profits, and one that is essential in order t 
provide those safeguards necessary in times © 
great economic and financial difficulties. 

It will be noted, in appraising our part in the 
national effort, that no less an amount tha: 
£108,148,000 out of deposits of £157,339,00 
is employed in loans to the Government by wa) 
of investments, Treasury deposit receipts an 
Treasury bills. In addition there are, apar 
from the large amount advanced to custome: 
who are on war work, the bank’s engagement 
in respect of credits and other obligations 
entered into in connection with the import of 
essential commodities. 


KENNET COMMITTEE’S REPORT 


‘hat is the tale of the bank’s war service 
during the year on the financial side, but there 
is another aspect Before the Kennet Com 
mittee was set up to enquire into the volum 
of man power that could be provided by the 
banks, we had taken measures to arrange lo 
the inevitable release of staff. Many branche 
had been closed, and in others hours of service 
to the public had been reduced. Work that 


ed 
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sould be regarded as non-essential in war time 
was curtailed, and we had sought to obtain the 
maximum advantage from mechanisation, sub- 
stantial saving being made by the adoption of 
centralized posting of ledgers in appropriate 
areas. Statistics and returns were steadily cut 
down. 


On the publication o1 the report of the 
Kennet Committee it was clear that if the 
banks were to reduce their staffs to 85 per cent. 
of their pre-war strength as recommended by 
the Committee, further endeavours would be 
needed to meet this exacting requirement, 
which has already been studied and is being 
actively enforced. The report of the Com- 
mittee, whose investigation had been searching, 
was in no sense adverse to the banks. Indeed, 
it stated that banking employers and employees 
had consistently demonstrated the greatest 
willingness to perform all that was required in 
the present emergency. 

So far, 56 per cent. of our pre-war male 
managerial and clerical staff have been released 
to join the forces or some form of national 
service. All our fit men in their forty-second 
year and under have been released, with the 
exception of 4.6 per cent. of our pre-war male 
staff who have been reserved. The losses 
have been partially replaced by temporary 
staff, principally women, many of them inex- 
perienced and requiring to be trained by the 
remaining staff. I am glad to acknowledge the 
efficient and willing way in which the work of 
the bank is discharged by the whole manage- 
ment and staff under very trying conditions. 





With deep regret I inform you that 33 of our 
staff in the Iorces have lost their lives on 
service ; are reported missing ; and 26 are 
prisoners of war. The sincere sympathy of all 
connected with the bank will, Iam sure, go out 
to relatives in their loss or in the anxiety they 
may be suffering. An increasing number of 
those in the Forces have received decorations 
or distinctions for gallantry or other special 
service. It is with pride I congratulate both 
them and their relatives, and I have no doubt 
that the members will wish to join me in 
sending a message of good wishes to all our staff 
who are serving in the Forces, or in other 
| service whether at home or abroad 


National 





ACTIVITIES MAINTAINED 


While methods of work have been curtailed, 
the actual volume of business of the bank has 
not diminished; turnover for 1942 largely 
exceeded the figures of 1939, the year imme 
diately preceding the war, and the number of 
cheques cleared was little short of the total for 
that year. In other ways additional duties 
have been undertaken, one of these being the 
conduct of large numbers of clothing coupon 
accounts since June last. The handling by the 
banks of these enormous masses of coupons, 
originally estimated at 3,500,000,000 pei 
annum, in a scheme which has worked smoothly 
and satisfactorily, is evidence of the adapt- 
ability of the banking system 








LENDING TO THE STATE 

Another duty to which members of the staff 
throughout the service devote much time and 
enthusiasm, both inside and out of the bank, 
is the receipt and encouragement of applica 
tions for Government loans on issue. Our 
customers are subscribing handsomely to the 
various loans, and the staff, through groups 
established over the whole service, is contri 
buting a notable annual amount in regular 
periodic payments. The coming year and 
particularly the ‘‘ Wings for Victory ’’ weeks 
campaign shortly to be inaugurated will give 
everyone, both large and small savers, a furthe: 
opportunity of lending to the State the fund 
urgently needed to prosecute the war. An 
increasing effort is required in this direction 
and I stress that there should be no relaxation 
but rather a redoubling of the response to the 
appeal of the Chancellor of the Exchequer. 
REPUTATION OF BRITISH BANKING 

In times of great national strain it is prope: 
that all aspects of the country’s activitie 
should come under review, and that criticism, 
so long as it is well informed and disinterested, 
should be focussed upon the working of the 
economic and social organisation to see that i 
is functioning efficiently. In this way search 
lights have played upon all our industries, and, 
not least, banking has been subjected to 
comment from many quarters. It can justi 
fiably be claimed that the banking system 
founded on long experience and constantly 
adapting itself to changing times, has been 
equal to all the demands of the war. British 
bankers and the banking system, developed 
through the centuries from the days of Sir 
Thomas Gresham, who worked on the very site 
ot our Lombard Street office, can be judged by 
their record and their reputation, and I do not 
think I can put it better than in the words of 
an eminent correspondent, who wrote recently 
that if there was one thing to which he clun; 
in the present cataclysm it was the flawless 
integrity of the banks. 

I will conclude this statement with a reflec 
tion on the change in atmosphere, rather that 
a yeal 








in our figures, that has taken place sinc 
ago. As I see it, there is everywhere a renewed 
patience, good humour, determination to make 
the best of everything and ove > all diffi 
culties. There is seemingly to-day nty o! 
reserve buoyancy of spirit, and bank’s 
bearings, like the nation’s, are all free runnin 


' 
‘ ’ 
and cool. It is a general atmosphere which can 











only be sensed by contac 


activities—in the camp, in the factory, on th 
seas, in the office, on the farm. The wider one’s 


1 all sorts of wa 


relationships the more one 
It is as if the collective 
‘Somehow we have 


experiences and 





can sense a new spirit. 
piri re saying to itself, 
irvived the worst and now we are on the 
eht course with lots of steam in the boiler 
We see 





We know now where we are going 
the need for it. There are no more doubts 
We will get on with it properly and we are 
going to enjoy the Doing, which will bring us 


, 


Victory and Peace.’ 
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MIDLAND BANK 
LIMITED 


STATEMENT BY THE CHAIRMAN, 
THE RIGHT HON. R. McKENNA 


at the annual meeting on January 28. 

In place thereof a statement was circu- 
lated to shareholders with the report and 
balance sheet. A summary appears below: 


Ts Chairman did not deliver a speech 


It is fitting that in any review of the bank’s 
affairs we should first recall with deep respect 
the lasting memory of those who in their 
country’s cause have made the greatest sacrifice 
of all. With the extension of military opera- 
tions heavier casualties have become inevitable 

in all 123 of our men have died in the war, 
21 are missing, and 73 are known to be 
prisoners. We honour these gallant men, and 
to the families afflicted by bereavement we 
offer our very sincere sympathy. 


In the past year several more decorations 
have been won, and we are proud to know that 
our men and women in the Forces display the 
qualities of courage, resolution and adaptability 
that modern war demands. 


I have to announce an important change in 
our general management. Mr. Astbury, who 
has loyally deferred his retirement in the special 
circumstances of war, feels that he may now 
be relieved of the heavy burden of his office 
as chief general manager. His career in the 
bank has been one of great distinction, extend- 
ing over 51 years. Before joining, at the age 
of 21, he had business experience in Birming- 
ham, and passing through the earlier stages of 


promotion he rose to management of important . 


branches and then, by way of a series of head 
office appointments, to the highest executive 
position, where he has indeed made a note- 
worthy contribution. We greatly regret the 
severance of a valued association in the daily 
conduct of the bank’s affairs, but happily we 
shall continue to enjoy the advantage of his 
collaboration with us as a director. 


Mr. Astbury’s retirement takes effect at the 
end of January, when Mr. Sadd and Mr. Lederer 


will become chief general managers. Both have 
had valuable experience in branch manage- 
ment and have served with conspicuous success 
in increasingly responsible executive positions, 
Each has shown exceptional capacity, and we 
are confident that in their co-operation at the 
head of the executive they will enhance still 
further the high reputation they have already 
earned. We have appointed a new joint 
general manager, Mr. Woods, whose career has 
marked him out for the wider responsibilities 
of this position. He has already held with 
distinction appointments at head office and in 
the country, and passes now from very success- 
ful management of the branch at New Street, 
Birmingham, which was formerly the head 
office of the bank. 


A year ago it was evident that we had to face 
the prospect of additional calls upon us for 
recruitment to the Forces. The Kennet Com- 
mittee appointed to inquire into the possibility 
of further reduction in bank staffs has recog- 
nized that the banks have not been slow to 
adjust themselves to the higher demands of the 
fighting services. From this bank alone over 
7,000 have joined the Forces, and of these 
nearly 6,000 were on the permanent staff. 
The loss in personnel has not been fully made 
up; before the war the total staff numbered 
about 14,000, whereas the comparable figure 
to-day is 12,300. A further reduction, making 
in all 15 per cent. from the pre-war total, is 
to be brought about in the near future. 


THE AS A LABOUR-SAVING 


DEVICE 


BANKS 


It is not always recognized that the banks 
are in essence a labour-saving device, with the 
added advantage of guaranteeing security. 
The old notion that they existed to provide 
a luxury service for the rich man should have 
been buried long ago. A recent striking example 
of labour saving is provided by the new service 
undertaken by the banks under the clothes 
rationing scheme. Beyond the retail stage, all 
transfers of coupons and documents repre- 
senting coupons are made through the banks ; 
we ourselves have about 17,000 _ traders’ 
coupon accounts and deal with fifteen to twenty 
million coupons a week, apart from the transfer 
vouchers to which they give rise. The coupons 
themselves, once they have been counted by 
the retailer, paid into the bank and credited 
to his ‘‘ coupon account,” have served their 
purpose, and from that point all the retailer 
or the wholesaler need do is to draw “‘ cheques " 
on his coupon account as he may require to 
replenish stocks. The banks undertake the 
necessary book-keeping entries and ensure that 
traders do not exceed what may be called 
their ‘‘ coupon purchasing-power.”’ 


The economies to be achieved through the 
banking system have been extended in course 
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of time over a constantly widening range of 
transactions. Many public authorities find it 
convenient to pay salaries by the simple process 
of instructing their banks to credit the banking 
accounts of their employees with the sums due. 
There has been increasing resort by public 
authorities and companies to the method of 
crediting interest or dividends to the accounts 
of holders of their stocks and shares, instead of 
sending out individual warrants. Traders give 
periodical instructions to their banks to pay 
stated amounts to their suppliers ; customers 
give “‘ standing orders ’’ to make regular per- 
sonal payments, and so relieve themselves of 
the trouble of recording the dates and other 
details and making the necessary remittances. 
The banks are indeed a most effective labour- 
saving device, but they can operate successfully 
only under the condition that they have the 
highly experienced staff required for working 
with speed and complete accuracy. 


THE BANK’S FIGURES 

Turning to the balance sheet, deposits are 
shown at £759 millions, which by a rise of 
{73 millions on the year makes a new record 
in British banking. The rate of growth, how- 
ever, is less than in the previous war years. 
As before, almost the whole increase in 
current accounts, the counterpart of the con 
tinuous expansion of the turnover of the 
nation’s business. The great volume of 
deposits has been built up on the broader cash 
basis provided for the banks by the monetary 
authorities as a part of official policy in 
financing war expenditure. The banks are 
now, as throughout the war, in an extremely 
liquid condition—indeed, our own _ balance 
sheet shows an aggregate of cash, balances with 
other banks, short money, bills and Treasury 
deposit receipts which covers nearly one-half 
of the deposits, as against the minimum of 
about one-third observed as ample before the 
war. Although this position adversely affects 
our earnings, it provides a safeguard against 
any later decline in the total of bank deposits 
and strengthens us to meet whatever circum- 
stances may arise when the war is over. 


1S 


Advances have again declined, though less 
rapidly than before. Much as we may regret 
the diminution in this outlet for our resources, 
it puts us in a favourable position with regard 
to post war prospects, as it suggests that we 
shall be able to finance the orderly re-expansion 
of non-Government business without any such 
strain on our resources as might lead to heavy 
sales of investments. In the period of transi- 
tion a vast demand will arise from the public 
for goods of all kinds, while measures of 
reconstruction will make heavy calls upon the 
productive capacity of industry. Skilfully 
devised means of regulation will be needed, 
which in the present strong position of the 
banks will ensure that as restrictions are 
gradually lifted the increased demands upon 
them for accommodation can be met without 
inflation 
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MIDLAND BANK 


LIMITED 


Chairman ; 
THE RIGHT HON. R. McKENMA 
Deput 
S. CHRISTOPHERSON 


Chanman 


Chief General Managers : 
C. T. A. SADD, C.B.E., D.L. 
G. P. A. LEDERER, M.C 


STATEMENT OF ACCOUNTS 
December 31, 1942 


LIABILITIES £ 
Capital paid up 15,158,621 
Reserve Fund 12,210,609 
Current, Deposit and other 
Accounts ... 160,094,994 
Acceptances and Con- 
firmed Credits ... 2,905,299 
Engagements 10,293,282 
ASSETS 
Coin, Notes and Balances 
with Bank of England 80,592,217 
Balances with, and 
Cheques onotherBanks 33,251,334 
foney at Call and Short 
Notice ... : ... 25,758,153 
Bills Discounted (Treasury 
Bills £32,815,922)... 3,696,054 
Treasury Deposit Receipts 201,000,000 
Investments . 235,221,988 
Advances & other Accounts 159,436,077 
Liabilities of Customers for 
Acceptances, etc. 13,295,181 
Bank Premises... ... 8,844,446 
Shares in Yorkshire Penn 
Bank Ltd. *e 937,500 
Shares in Affiliations : 
Belfast Banking Co. Ltd. | 
The Clydesdale Bank Ltd. | 
North of Scotland Bank | 8,426,455 
i wa aay 
Midland Bank Executor | 


and Trustee Co. Ltd. ... | 


HEAD OFFICE: 
POULTRY, LONDON, E.C.2 
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WESTMINSTER BANK 
LIMITED 


VALUE OF PRESENT BANKING SYSTEM 
SOME OBJECTIONS TO 
NATIONALIZATION 


FLEXIBILITY v. RIGIDITY 


HON. RUPERT E. BECKETT’S 

REPLY TO CRITICS 

HE Annual Ordinary General Meeting 
1 of the Westminster Bank Limited was 

held on January 27, at 41, Lothbury, 
London, E.C 

The following is the statement of the 
Chairman, the Hon. Rupert E. Beckett, 
irculated with the report and accounts for the 
vear ended December 31, 1942, which were 
taken as read: 

The directors have decided to recommend 
to shareholders that the {1 fully paid shares 
be converted into stock. This procedure is 
finding growing favour among public companies 
at the present time, as the elimination of 
definite share numbers effects a considerable 
saving of labour in the preparation, checking, 
ind registration of transfer deeds and certi- 
ficates. The change will also be welcomed by 
the Stock Exchange. It will not be necessary 
for shareholders to send their existing certi- 
ficates to the bank for alteration, as when 
transfers of stock take place in the future the 
ld share certificates will constitute a good 
delivery on the market. The stock will be 
transferable in amounts and multiples of £1, 
and the rights and privileges of shareholders 
ire in no way affected by the change. 

The bank is not at present empowered by 
its articles of association to convert its shares 
into stock, and as a first step it is necessary 
to alter the articles by special resolution at 


THE 


1 general meeting, of which the statutory 
21 days’ notice is given with the report and 
balance- sheet The extraordinary general 
meeting for this purpose will, therefore, be 
held on February 10 next, and upon such 
resolution being duly passed the ordinary 


esolution to convert the shares into stock will 
be proposed at the same meeting. 

As regards your board, the only change 
| have to announce is that Sir William Hicking 
retired on December 31 last. He was chairman 
£ the Nottingham and Nottinghamshire 
Banking Company Limited at the time of the 
imalgamation of that institution with West- 
ninster Bank, when he joined the board. His 
decision to resign, coming as it does after some 

3} years of service on the board, has been 
eceived with regret 
EXPANSION OF DEPOSITS AND PROFIT 

The accounts for the past year, which 
i.ccompany this statement, show that the profit 


earned is £1,237,5385, and exceeds that of 1941 
ry some /47,000. This result has been due 


to the expansion in our deposits, which at the 
date of the balance-sheet had risen by 
£31,000,000 during the year. This increase 
has been placed at the disposition of the 
Government by investment in Treasury Bills, 
Treasury Deposit Receipts, and Government 
Loans. The item advances to customers has 
again followed the trend of the war years, and 
has decreased by just over £7,000,000 on the 
year, which as you are aware means that the 
most profitable outlet for our funds has again 
sensibly diminished. 

The general result is that your bank shows 
now a liquidity of 49.7 per cent., comparing 
its resources with its liabilities. There is little 
further in the accounts that calls for explana- 
tion or even comment, but I would direct your 
attention to one new feature which affects our 
premises account. 


PREMISES ACCOUNT 


As this now stands at less than {5,000,000 
it is not this year considered necessary to 
allocate a sum to reduce still further the capital 
value of our premises. It has, however, been 
decided to set up a fund for reinstatement and 
rebuilding and for deferred repairs which 
cannot be undertaken now but which will be 
necessary after the cessation of hostilities. To 
this fund £200,000 has been allocated. 

The accounts of the Ulster Bank Limited, 
which also accompany this statement, exhibit 
the same trends as those shown in the accounts 
of our own bank. There is an increase in 
deposits and in investments in Government 
securities, accompanied by a diminution in the 
amount of the advances, while the profit 
brought in shows a small increase over the 
previous year. That is all I need mention as 
regards the accounts. 


THE KENNET COMMITTEE 


A banking feature of the past year was the 
setting up of the Kennet Committee to inquire 
into what practical measures could still be 
taken to secure the greatest possible release of 
man-power in banking and allied businesses. 
The Committee has recorded its unanimous 
view “' that in all the industries under review 
employers and employees alike have consist- 
ently demonstrated the greatest willingness to 
perform all that is required in the national 
emergency.” I think shareholders should have 
this conclusion definitely brought to their 
notice. Although the banks have received this 
measure of commendation from this authorita- 
tive body, they have been made the target of 
much and varied criticism from different 
sources. In Parliament, in certain sections of 
the Press, in speeches of exalted clerics, a spirit 
of criticism, even of resentment, of the banks 
is frequently manifested. 

it is common knowledge that one section ol 
political thought would welcome the disappear- 
ance of banks as independent institutions alto- 
gether and turn them into mere appanages 0! 
the State—this, I think, because supporters ol 
this plan regard the banks as exemplifications 
of the capitalist system, in spite of the fact that 
the shareholders in the register of this bank 
number close upon 80,000 and other banks 
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show doubtless much the same or even greater 
numbers. I have never learned what advan- 
tages are supposed to accrue from nationaliza- 
tion of the banks, as it is called; therefore, 
| put it down to political prejudice incapable of 
coherent explanation. The left wing Press of 
course follows—or should I say leads—and 
inspired by these examples there are not a few 
vho join in the hue and cry without expressed 
reason or logical conviction. I claim that the 
banks have justified their position; that 
during the past 100 years their records show 
that they have upheld and still uphold the best 
traditions of sanity in trading, and security 
for those whose funds have been placed in their 
hands. 

IMPORTANCE OF ‘‘ PERSONAL TOUCH ” 

Would State banking be easier, more accom- 
modating, more efficient and cheaper than 
present-day banking? I cannot think so; 
it seems to me that centralization of control 
under the State would accomplish none of 
these ends. The flexible banking of to-day 
would have to give place to rigidity. Normal 
banking regulations would be standardized 
and made more hard-and-fast to safeguard 
igainst all conceivable losses, since public funds 
and not those of private institutions would be 
at risk. 

Government requirements would inevitably 
involve the furnishing of much more detailed 
information and the filling-up of more forms ; 
the process would be far more cumbrous than 
at present and trade, both domestic and foreign, 
would suffer thereby. Prolonged delays in the 
sanctioning of facilities would be likely, and 
the ‘‘ personal touch ’’ would be lost entirely 
in the remote control of Whitehall. There is 
nothing in such developments to suggest either 
a cheapening or improvement cf existing bank- 
ing facilities, and the public would lose the 
valuable option it now has of turning to a com- 
petitive institution if offered what it considered 
unattractive or unreasonable terms of business. 


BANKING NOT A MONOPOLY 


[ turn now to answer those who urge that 
banking has become a monopoly, and for that 
reason advocate putting it under State control. 
{f ever such a danger existed, I should have 
thought that it was effectually removed as long 
igo as in 1918, when further banking amalga- 
mations were made subject to the approval of 
both the Treasury and the Board of Trade. 
The actual position to-day is that there are 
eight large banks, and a considerable number of 
smaller ones, directly competing with each 
ither for business. 

Furthermore, there are the Post Office and 
ther savings banks, building societies, etc., 
whose activities also impinge in some degree 
upon those of the banks. Surely a monopoly 
an command its own terms of business, but 
{ have yet to hear of any British bank, in the 
face of this considerable and widespread com- 
petition, able to act in such a dictatorial 
fashion. 


UNFOUNDED CRITICISMS 
In the inevitable switch of banking activity 
during the war from the direct support of trade 


and industry to that of the Government’s war- 
time programme, critics have found excuses 
for yet other accusations against the banks. 
The banks, they say, are paid too highly for 
their services in connection with the newly- 
created credit, whose basis is Government 
paper ; it is said to be “ costless credit ’’ and 
it is claimed that banks should either not be 
remunerated at all for their handling of it or 
that existing interest rates should be reduced. 
In fact, credit created by Government opera- 
tions comes back to the banks in the form 
of new deposits. 

The customers may place the amounts on 
deposit account, on which they will receive 
interest, or pay them into their current 
accounts. Whilst it is true that not all of these 
additional deposits attract interest, it should 
be borne in mind that the depositors have 
available to them all the usual services—pay- 
ment, collection, and clearing cf cheques, provi- 
sion of statements of accounts, the facility of 
loans and overdrafts, the holding of securities, 
encashment of coupons, etc.—the maintenance 
of which services naturally entails considerable 
expense to the banks. Thus on all their deposits 
the banks have to pay either in interest or in 
services, and the phenomenon of “ costless 
credit ’’ for them simply does not exist. 

INTEREST RATES 

The various Government securities held as 
assets by the banks earn interest ranging from 
1 per cent. for short-term to 3 per cent. for 
long-term. The Government, and not the 
banks, is naturally the arbiter of the rates paid. 
Critics of these rates have recently been 
answered in Parliament by the Chancellor of 
the Exchequer, who maintained that, taking 
a comprehensive view of all the relevant 
factors, the war was being financed as cheaply 
as possible, and he therefore did not propose 
any radical revision of interest rates. The net 
profits of the banks are indeed appreciably 
lower than they were in pre-war years, not- 
withstanding the fact that they are handling a 
much greater volume of deposits; ro charge 
of excessive war-time banking profits can be 
sustained. 

Just recently a friendly letter in the Press 
suggested that the banks should issue a state- 
ment showing, inter alia, what “ further 
changes they contemplate to meet the post-war 
situation.”” The banks have successfully 
carried on through the vicissitudes of more 
than a century by facing facts and dealing 
with them as they arose. It is as yet undis 
closed what the economic conditions will be 
when peace returns. The wishful thinking that 
pervades many men’s minds has resulted in 
forecasts and pronouncements of Utopian 
schemes which leave me sympathetic but 
uneasy, because in my view sound banking 
precludes taking a plunge into the unknown 
and stating what bankers would or would not 
do in conditions as yet hidden from mankind 
But of this I have no doubt: the banks can be 
relied upon to rise to any calls made upon 
them, and to face new conditions in a spirit 
of enterprise, progress, and helpfulness to the 
community 





NATIONAL 
PROVINCIAL BANK 


EXPANSION IN DEPOSITS 


HIGH STANDARD OF EFFICIENCY 
MAINTAINED 


Mr CAMPBELL’S STATEMENT 


HE tr10th Annual General Meeting of 
| National Provincial Bank Limited was 
held on January 28 in London. 
The following is the statement by th® 


Chairman, Mr. Colin’ Frederick Campbell, 
issued with the report and accounts :-—— 


CQLIN F 


Shareholders will have read in the news- 
papers the announcement of the retirement on 
December 31 last of Mr. R. Norman Smith, 
one of the general managers. I cannot allow 
this event to pass without an expression of 
sincere regret on my part, as well as that of all 
the directors. Mr. Norman Smith has given 
to the bank 43 years of devoted service. He 
is well known to, and held in high regard by, 
innumerable customers and members of the 
staff and we shall all miss him. I know share- 
holders will join me in wishing him the long 
and happy retirement he has so well merited. 


For the last three years I have given some 
details of the changes in the number and com- 
position of the staff which war conditions have 
imposed upon us in common with all the other 
banks, and shareholders will be aware of the 
voluntary action of the banks in economizing 
labour. They will also be aware that the 
Government included banking in an official 
inquiry into man-power instituted in the early 
part of the year under the chairmanship of 
Lord Kennet, and that after some months of 
investigation the committee of inquiry issued 
a report adopting as one of its recommenda- 
tions a suggestion put forward by the banks 
themselves for a reduction in their pre-war 
staffs and incidentally paid a tribute to the 
labour economizing measures which the banks 
had already carried out voluntarily. 


The net result is that by the spring our staff 
will be reduced to 85 per cent. of its pre-war 
figure, notwithstanding the fact that we shall 
have lost to the forces or industry over 3,700 
of our pre-war trained staff, which represents 
56 per cent. of our strength at the outbreak of 
war. Of these, 1,200 now hold commissioned 
rank and during the past year a further number 
have been decorated for gallantry in action, 
in addition to those mentioned a year ago. 
Our best wishes for a safe and speedy return 
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go out to all those members of the staff now 
on active service. 


THE PUBLIC AND BANKING SERVICES 


Despite depleted numbers and the exigencies 
of war, it gives me great pleasure to tell you 
that the high standard of efficiency to which 
the public is accustomed has been fully main- 
tained and the work of the bank has been 
carried on with a spirit of utmost good will. 
Both our shareholders and the public may 
rest assured that this same spirit of helpfulness 
will be shown by those who have recently been 
brought into the service of the bank as was 
shown by those who are now serving in the 
Armed Forces of the Crown. As some sort 
of measure of the increase in the volume of 
work with which reduced staffs have had to 
cope, | may mention that the grand total of 
the clearings for 1042, at £48,657 millions, 
showed an increase of no less than 13.1 per cent. 
over the previous year. 

The closing of offices which, under normal 
conditions, would have remained open, must 
have caused inconvenience to a number of our 
customers, and I would like to repeat my 
appreciation of their considerate attitude when 
facilities have been withdrawn to which they 
had become accustomed and which were of 
real service to them. 

THE ACCOUNTS 

The enclosed statement of accounts shows 
an expansion in deposits which have now 
reached the figure of £473,000,000. Cash 
stands at £51,175,000, being 10.8 per cent. of 
the deposit liabilities. No revenue is derived 
from this large holding which, in fact, involves 
expense in handling. Cheques in course of 
collection are £24,433,000. Money at call and 
short notice stands at /£16,542,000. Nearly 
the whole of the holding of bills consists of 
those issued by the Treasury. The total figure 
appearing in the balance-sheet against bills 
discounted is £30,303,000. 


Another large lending to the Government 
consists of Treasury Deposit Receipts, which 
total £111,000,000, The investments, the bulk 
of which are British Government Securitis, 
redeemable within a relatively short period, 
amount to {144,000,000. Advances, normally 
our main earning asset, continue to decrease 
owing to the operation of the various Govern- 
ment controls over industry, and are now 
£104,762,000. ' 

PROFIT AND DIVIDEND 

You will, I am sure, be gratified at the result 
of the year’s work, which shows a net profit of 
£1,132,018, representing an increase on last 
year. After payment of dividends at the rate 
of 15 per cent. per annum and allocations of 
£100,000 to bank premises account, £150,000 
to pension fund, and {150,000 to war contin- 
gencies fund, the amount left to be carried 
forward is £564,175 








